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VETERANS’ HOME LOAN PROGRAM 


TUESDAY, MAY 10, 1960 


House or RepresENTATIVES, 
SuBpcoMMITTEE ON Hovustne 
OF THE CoMMITTEE ON VETERANS’ AFFAIRS, 
Washington, DC. 
The subcommittee met, pursuant to call at 10 a.m., in the committee 
room, Old House Office Building, Hon. Robert N. C. Nix presiding in 
the absence of the subcommittee chairman. 

Mr. Nrx. The subcommittee will be in order. 

This morning the Subcommittee on Housing of the Veterans’ A ffairs 
Committee begins this hearing on the veterans’ home loan program 
and pending bills. 

(The bills and reports are as follows :) 


Pending bills to revitalize the veterans’ housing program 


Bill No. Author Introduced Explanation of Bill 


| 
H.R. Peet ters tock Mr. Teague of Texas._| Jan. 13, 1960 Authori’es sale of debentures not to exceed 
| $5 billion in any one fiscal year by VA at 
| not less than 444 percent, with guaranty 
| of principal and interest. Permits invest- 
| ment of not more than 25 percent of 
N.S.U.I. fund in sych debent»res; funds 
| obtained to be used for veterans’ home 
| loans in anv area where private financing 
| | not available. Maximum loan $17,506 
| with interest to veteran of 54 percent. 
Extends World War IT honsing program 
} | from July 25, 196), to Feb. 1, 1965. 
| Mr? Mitchell of Jan. 14, 1960 | Authori es sale of debent: Ires, not to exceed 
| Georgia. | $3 billion in any one fiseal year, by VA at 
| | not more than 4% percent or less than 4 
percent, with guaranty of principal and 
interest. Directs investment of not less 
than 15 pereent (and not more than 25 per- 
cent at any one time) of N.S.U.I. fond in 
| sich debentures; funds obtained to be 
| used for veterans’ hore loans in anv area 
where private financing not available. 
Maximum loan $17,500, with interest to 
veteran of 54% percent. 
Extends World War IT ho ising program 
from July 25, 1960, to Feb. 1, 1965, 
H.R. 9640_.......-- Mr. Sisk of California_| Jan. 14,1960 | Authorives sale of debent res, not to exceed 
$5 billion in any one fiseal year, by VA 
at not less than 44% percent, with guaranty 
of principal and interest. Permits invest- 
ment of not more than 25 percent of 
N.S... fund in such debentures; funds 
obtained to be used for veterans’ home 
loans in any area where private financing 
not available. Maximum loan $17,500, 
with interest to veteran of 54% percent. 
| Extends World War IT honsing program 
| | | from July 25, 1969, to Feb. 1, 1965. 
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Pending bills to revitalize the veterans’ housing program—Continued 


Bill No. 


Author 


Introduced 


Explanation of Bill 


Mr. Morris of New 
Mexico. 


Mr. Saund of Cali- 
fornia. 


Mr. Thompson of 
New Jersey. 


Mr. Holland of 
Pennsylvania. 


Mr. McDowell of 
Delaware. 


Mr. Dorn of South 
Carolina. 


Jan. 18, 1960 


Jan. 26, 1960 


Jan. 27, 1960 


Feb. 3, 1960 


Feb. 9, 1960 


Feb. 11, 1960 


Authori’es sale of debentures, not to exceed 


$5 billion in any one fiscal vear, by VA at 
not less than 444 percent, with guaranty of 
principal and interest. Permits invest- 
ment of not more than 25 percent of 
N.8.L.1. fund in such debent res; funds 
obtained to be used for veterans’ home loans 
in any area where private financing not 
available. Maximum loan $17,500, with 
interest to veteran of 544 percent. 

Extends World War II ee program 
from July 25, 1969, to Feb. 1, 

Authorives sale of debentures, as il exceed 
$5 billion in any one fiscal year, by VA 
at not less than 444 percent, with guaranty 
of principal and interest. Permits invest- 
ment of not more than 25 percent of 
N.8.L.I. fund in such debentures; funds 
obtained to be used for veterans’ home 
loans in any area where private financing 
not available. Maximum loan $17,500, 
with interest to veteran of 544 percent. 

Extends World War IT hovsing program 
from July 25, 1960, to Feb. 1, 1965. 


Authorives sale of debentures, not to exceed 


$3 billion in any one fiscal year, by VA at 
not more than 44 percent or less than 4 
pereent, with guaranty of principal and 
interest. Directs investment of not less 
than 15 percent (and not more than 25 
percent at any one time) of N.S.L.I. fund 
in sich debentures; funds obtained to be 
used for veterans’ home loans in anv area 
where private financing not available. 
Maximum loan $17,500, with interest to 
veteran of 5% percent. 

Extends World War IT hosing program 
from Jnly 25, 1960, to Feb. 1, 1965. 


Authorizes sale of debentures, not to exceed 


$5 billion in any one fiscal vear, by VA at 
not less than 442 percent, with guaranty of 
principal and interest. Permits invest- 
ment of not more than 25 percent of 
N.S.L.I. fund in such debentures; funds 
obtained to be used for veterans’ home 
loans in any area where private financing 
not available. Maximum loan $17,500, 
with interest to veteran of 54% percent. 

Extends World War II housing program 
from July 25, 1960, to Feb. 1, 1965. 


Authorizes sale of debentures, not to exceed 


$5 billion in any one fiscal vear, by VA at 
not less than 444 percent, with guaranty of 
principal and interest. Permits invest- 
ment of not more than 25 percent of 
N.S.L.1. fund in such debentures; funds 
obtained to be used for veterans’ home 
loans in any where private 
financing not available. Maximum loan 
$17,500, with interest to veteran of 54% 
percent. 

Extends World War II housing program 
from July 25, 1960, to Feb. 1, 1965. 


Authorizes sale of debentures, not to exceed 


$5 billion in any one fiscal year, by VA at 
not less than 44% percent, with guaranty of 
principal and interest. Permits invest- 
ment of not more than 25 percent of 
N.S.L.1. fund in such debentures; funds 
obtained to be used for veterans’ home 
loans in any area where private financing 
not available. Maximum loan $17,500, 
with interest to veteran of 544 percent. 

Extends World War II housing program 
from July 25, 1960, to Feb. 1, 1965. 
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Pending bills to revitalize the veterans’ housing program—Continued 


Bill No. 


Author 


Introduced 


Explanation of Bill 


H.R. 12185......--- 


Mr. Baring of Nevada. 


Mr. McGovern of 
South Dakota. 


Mr. Teague of Texas_- 


Mr. George of Kansas_ 


Mr. Halpern of New 
York. 


Mr. Ayres of Ohio- 


Mr. Teague of Texas 
(by request). 


Mr. Flynn of 
Wisconsin. 


Feb. 15, 1960 


Mar. 6, 1960 


Apr. 20, 1960 


Apr. 21, 1960 


Apr. 28, 1960 


May 11,1960 


May 11, 1960 


May 11, 1960 


Authorizes sale of debentures, not to exceed 
$5 billion in any one fiscal vear, by VA at 
not less than 444 percent, with guaranty of 
principal and interest. Permits invest- 
ment of not more than 25 percent of 
N.S.L.I. fund in such debentures; funds 
obtained to be used for veterans’ home 
loans in any area where private financing 
not available. Maximum loan $17,500, 
with interest to veteran of 544 percent. 

Extends World War II housing program 
from July 25, 1960, to Feb. 1, 1965. 

Authorizes sale of debentures, not to exceed 
$5 billion in any one fiscal year, by VA at 
not less than 434 percent, with guaranty of 
principal and interest. Permits invest- 
ment of not more than 25 percent of 
N.S.L.1. fund in such debentures; funds 
obtained to be used for veterans’ home 
loans in any area where private financing 
not available. Maximum loan $17,500, 
with interest to veteran of 544 percent. 

Extends World War II housing program 
from July 25, 1960, to Feb. 1, 1965. 

Establishes a revolving fund to be available 
to VA for all loan guaranty operations 
except administrative expense. 

Authorizes sale of debentures, not to exceed 
$5 billion in any one fiscal year, by VA at 
not less than 414 percent, with guaranty of 
principal and interest. Permits invest- 
ment of not more than 25 percent of 
N.S.L.I. fund in such debentures; funds 
obtained to be used for veterans’ home 
loans in any area where private financing 
not available. Maximum loan $17,500, 
with interest to veteran of 544 percent. 

Extends World War II housing program 
from July 25, 1960, to Feb. 1, 1965. 

Authorizes sale of debentures, not to exceed 
$5 billion in any one fiscal year, by VA at 
not less than 444 percent, with guaranty of 
principal and interest. Permits invest- 
ment of not more than 25 percent of 
N.S.L.I. fund in such debentures; funds 
obtained to be used for veterans’ home 
loans in any area where private financing 
not available. Maximum loan $17,500, 
with interest to veteran of 54 percent. 

Extends World War II housing program 
from July 25, 1960, to Feb. 1, 1965. 

Permits Administrator to prescribe interest 
rate as he may find the loan market de- 
mands but not to exceed interest rate on 
FHA insured loans. 

Permits Administrator to refuse to make 
direct loan if a guaranteed loan is available 
at a reasonable discount. 

Permits Administrator to prescribe interest 
rate as he may find the loan market de- 
mands but not to exceed interest rate on 
FHA insured loans. 

Permits Administrator to refuse to make 
direct loan if a guaranteed loan is available 
at a reasonable discount. 

Authorizes sale of debentures, not to exceed 
$5 billion in any one fiscal year, by VA at 
not less than 4% percent, with guaranty of 
principal and interest. Permits invest- 
ment of not more than 25 percent of 
N.S.L.I. fund in such debentures; funds 
obtained to be used for veterans’ home 
loans in any area where private financing 
not available. Maximum loan $17,500, 
with interest to veteran of 544 percent. 

Extends World War II housing program 
from July 25, 1960, to Feb. 1, 1965. 


| 
| 
| 
H.R. 11858......---|_ | 
H.R. 12187.......-- 
| 
| 
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AUTHOR INDEX 


Author Bill No. 
oe H.R. 10167 
H.R. 9601, H.R. 11848, and H.R.12185 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D.C., March 8, 1960. 
Hon. OLIN EB. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D.C. 


DeAR Mr. TEAGUE: The following comments are submitted in response to your 
request for a report by the Veterans’ Administration on H.R. 9601, H.R. 9640, 
H.R. 9695, H.R. 9934, H.R. 10167, H.R. 10299, H.R. 10381, and H.R. 10404, 86th 
Congress. 

These identical bills would amend chapter 37 of title 38, United States Code, 
to extend the World War II loan guarantee program from July 25, 1960, to Feb- 
ruary 1, 1965, with an additional year for processing loan applications received 
by the latter date. They would also provide a new program of direct loans for 
World War II and Korean conflict veterans to take the place of the present pro- 
gram which expires on July 25, 1960. 

The new direct loan program would commence on July 26, 1960, and end on 
January 31, 1965, except for loan commitments made before such expiration 
date. It would differ from the present system in several important ways. For 
example, direct home loans could be made in urban as well as rural areas where 
private financing is not generally available, and the loan maximum would be 
increased from $13,500 to $17,500. The veteran borrower would pay a fee of not 
over 1 percent of the loan amount to establish a reserve for direct loan losses. 
Among other changes would be the elimination of present provisions for direct 
loan referrals to the voluntary home mortgage credit program committees for 
placement with private investors. Also, the period for reservation of direct- 
loan funds to a builder would be extended from 3 months to 9 months. 

In order to finance the new program of direct loans after July 25, 1960, a new 
section (which, incidentally, is incorrectly numbered in the bills), would be 
added to chapter 37 of title 38 to authorize the Administrator to sell to the public 
fully guaranteed debentures with an interest rate of not less than 414 percent 
and a maturity of from 10 to 30 years. Not more than $5 billion of these deben- 
tures could be issued per year. The Secretary of the Treasury would be author- 
ized to invest up to 25 percent of the national service life insurance fund in these 
securities. 

The basic purpose of the loan guarantee benefit for World War II veterans 
was to assist them in readjusting to civilian life after their war service. We 
believe that the 13 years which will have elapsed by July 25, 1960, since the end 
of World War II will surely have provided ample time to satisfy the readjustment 
concept and that no further extension of the program on this basis is warranted. 

At the present time about one-third of the eligible World War II veterans 
have used their loan guarantee entitlement. We have no record of the number 
of veterans who have satisfied their housing needs through other financing 
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channels, but it seems probable that veterans as a group are well abreast of 
other segments of the population in the degree of homeownership participation. 

In his budget message to the Congress on January 18, 1960, the President 
stated that there is no need for a further extension of loan guarantee benefits 
for World War II veterans. He added that there is no longer justification 
for continuing the readjustment program of direct housing loans to veterans. 

The direct-loan program was established on a standby and supplemental 
basis to furnish assistance to veterans in rural and semirural areas 
where private mortgage capital has traditionally been scarce, and, since 
the inception of the program in 1950, about $1 billion of loans have been closed. 
Under the proposed new direct lending authority, however, loans would be 
mide not only in such rural areas but also uiban areas where the Administrator 
finds that private capital for VA-guaranteed loans is not generally available. 
It is presumed that the term “generally available” in the proposed legislation 
means regularly available funds at reasonable discounts even when there is 
a submarket interest rate. Accordingly, during periods, such as the present, 
when the interest rate on GI loans is decidedly noncompetitive in the mortgage 
money market, the effect of the bills would be to make all areas eligible for 
direct loans. 

The proposed program permits the lending of up to $5 billion per year for 
5 years. This is a program of tremendous scope even recognizing that the $5 
billion is a ceiling and actual disbursements may be less, depending on private 
lender participation and demand. During only 2 years in the entire history of 
the GI loan program—in 1955 and 1956—did the private lending industry of 
the United States afford to veterans home financing credit under the GI loan 
guarantee program in excess of $5 billion. 

In an already tight money market, where mortgage financing is in short 
supply, the additional demand for funds through the offering of $5 billion of 
Government-guaranteed debentures annually for 5 years, having an interest 
rate of not less than 4% percent, would inevitably increase the upward pressure 
on interest rates. This in turn would make GI-guaranteed loans with a fixed 
interest rate subject to even greater discounts and thereby create a broad urban 
demand for direct Government lending. The fiscal operation of the program, 
by reason of a built-in competitive advantage over private lending sources, would 
thereby tend to perpetuate its need. 

Under the language of the bills the interest rate on the proposed debentures 
could not be less than 414 percent per annum. Since we do not know how such 
debentures would be received in the market the effective rate cannot be pre- 
dicted at this time. The latest offering of the Federal National Mortgage As- 
sociation of 12-year debentures bearing a 5'<-percent interest rate went on the 
market at a three-eighths of 1 percent discount to yield the investor a return of 
5.17 percent per annum. Although the analogy is not exact, as FNMA deben- 
tures are not federally guaranteed, this example indicates it might eventually 
be necessary to offer the proposed debentures at rates in excess of the statu- 
tory interest rate limitation set on direct loans. In such a case, by paying more 
for money to lend than the borrowers would pay, we would in effect be subsidiz- 
ing a Government home mortgage lending program which is actually in com- 
petition with private industry. If, on the other hand, a decline in interest rates 
would permit the borrowing of money in the capital market at a rate of less 
than 41% percent the provision in the bill could cause the interest rate structure 
generally to be maintained at an artificially high level. 

The proposed fee of 1 percent of the loan amount to be paid by the veteran 
borrower to establish a reserve for direct loan losses seems adequate on the basis 
of our loan experience during the past 15 years. However, it is questionable 
pt oe such fee would be sufficient if a less favorable economic climate were to 

evelop. 

The investment of up to 25 percent of the national service life insurance fund 
in the proposed 414-percent debentures would involve around $1.4 billion as the 
assets of the fund are now approximately $5.7 billion. Under existing law the 
Secretary of the Treasury is authorized to invest and reinvest the national serv- 
ice life insurance fund, or any part thereof, in interest-bearing obligations of 
the United States or in obligations guaranteed as to principal and interest by 
the United States. 
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The national service life insurance fund from its inception has been invested 
in special Treasury issues yielding 3 percent per annum which is the rate estab- 
lished for determining premiums, policy values, and optional settlements. Until 
relatively recently that rate of interest was greater than could have been ob- 
tained by purchase in the open market of Treasury issues. 

Recently an agreement has been made between the Department of the Treasury 
and the Veterans’ Administration which will provide, in essence, a uniform con- 
version over a 15-year period of the existing 3-percent securities to investments 
yielding one-half of 1 percent less than the market yields at the time of conver- 
sion. This will produce an interest rate rising unformly from the present 3-per- 
cent level to approximately 414 percent (or higher if the present ceiling on Gov- 
ernment bonds is removed) in 15 years if the present market yields continue. 
Under no circumstances will the interest rate under the new agreement be less 
than 3 percent. 

In view of the substantial interest subsidies received by the trust fund in 
past years and the fact of a guaranteed rate, it is believed that the recent VA- 
Treasury agreement is fair and equitable both to the fund and to the Govern- 
ment. Your committee has already been advised concerning this arrangement. 

The moneys of the national service life insurance fund are invested by the 
Secretary of the Treasury in Treasury securities. If 25 percent of the NSLI 


.fund is to be invested in debentures authorized by the bills and the money made 


available for veterans’ home loans the U.S. securities now held by the fund would 
have to be redeemed by the Treasury. The Government would have to raise 
money to redeem the NSLI securities before the fund would have money avail- 
able for investment in debentures. This would undoubtedly complicate Treasury’s 
debt management problems. 

The costs of the proposed legislation cannot be accurately determined at this 
time. The amount of debentures which would be issued for needed direct-loan 
money would depend on the general availability of guaranteed-loan financing. 
If the maximum $25 billion were used, it would be enough for about 1,800,000 
loans at an average of $14,000 per loan. Assuming a 514-percent interest rate, 
an average maturity of 25 years, and an average !oan life of 15 years, the esti- 
mated administrative cost would be about $500 per loan ($100 origination cost 
plus service charge of $400 based on one-fourth of 1 percent of unpaid balance 
during 15-year life of the loan). This would amount to $900 million for 1,800,000 
loans. 

Such administrative costs, however, could be offset in whole or in part by 
the excess, if any, of the interest payments received from direct loans over the 
interest paid by VA on the debentures issued to finance the program. In addi- 
tion, the 1-percent fee charged the borrower for origination costs and the 2- 
percent commitment fees from builders would also provide funds to offset the 
costs of administration. 

In summary, it is our view that the basic reasons for providing loan‘assistance 
to veterans of World War II are no longer applicable to the present situation so 
as to justify a further extension of the loan guarantee and direct-loan programs. 
A proposal for massive amounts of direct loan funds through the issuance of 
Federal securities would have several disadvantages not the least of which would 
be the perpetuation of a huge Federal lending program in competition with pri- 
vate enterprise. 

It has repeatedly been our position that the sound method of assuring veterans 
adequate home financing is to permit a realistic interest rate which will enable 
GI loans to compete with alternative investments in the mortgage money market 
during the remaining life of the GI programs. 

In view of the foregoing, the Veterans’ Administration strongly recommends 
against favorable consideration of H.R. 9601, H.R. 9640, H.R. 9695, H.R. 9934, 
H.R. 10167, H.R. 10299, H.R. 10381, and H.R. 10404, by your committee, 

Advice has been received from the Bureau of the Budget that there is no 
objection to the submission of this report to the committee. The Bureau further 
advises that extension of the World War II loan guarantee program from 
July 25, 1960, to February 1, 1965, and the inauguration of a new program of 
direct loans for World War II and Korean conflict veterans, as is proposed in 
the above bills, would not be in accord with the program of the President. 

Sincerely yours, 


Sumner G. WHITTIER, 
Administrator. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., April 12, 1960. 
Hon. BE, TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatvies, Washington, D.C. 

My Dear Mr. CuHarrMAN: The Bureau of the Budget desires to present its 
views with respect to H.R. 9601, H.R. 9640, H.R. 9695, H.R. 9934, H.R. 10167, 
H.R. 10299, H.R. 10381, and H.R. 10404, identical bills to extend the veterans’ 
home loan program to February 1, 1965; to provide for direct loans to veterans 
in areas where housing credit is otherwise not generally available; and for 
other purposes. 

These bills cannot be justified as readjustment assistance for World War II 
and Korean conflict veterans but are, in fact, a proposal for a huge Federal 
home loan program which would be in direct and unwarranted competition 
with private business. Inasmuch as the Veterans’ Administration loan guar- 
antee program is subject to a 514-percent interest ceiling, the direct loan pro- 
gram proposed in these bills, under current market interest conditions, could 
halt almost all activity under the guarantee program, thus further reducing 
private lender participation in the veterans’ home loan program. Aside from 
this effect is the fact that issuance of $5 billion annually of guaranteed deben- 
tures at an interest rate of not less than 4%4 percent could have a widespread 
economic impact, including forcing up interest rates on other public and private 
borrowings. 

Two features of the bills would raise serious problems for the Treasury De- 
partment in the management of the public debt. These are the almost unprece- 
dented authority proposed for the Administrator of Veterans’ Affairs to issue 
and sell guaranteed debentures to the public; and the proposal to invest over $1 
billion of the assets of the national service life insurance trust fund in the 
aebentures. These proposals contravene sound principles of organization and 
management of the public debt and will undoubtedly lead to undesirable fiscal 
and budgetary consequences. We believe the views of the Secretary of the 
Treasury should be obtained in regard to these bills. 

Finally we note that the bills ignore the fact that the voluntary home mortgage 
credit program, together with the authority for the Veterans’ Administration 
to adjust interest rates to market conditions as is now possessed by the Federal 
Housing Administration and as has been recommended by the President, can pro- 
vide sufficient private funds to meet the justifiable housing needs of veterans of 
the Korean conflict. Further, for veterans in general, Federal assistance for 
acquisition and construction of homes is available through the Federal Housing 
Administration. The Federal Housing Administration loan guarantee program, 
for example, now has exceptionally low downpayment requirements of as little 
as 3 percent for purchase of houses in the lower price ranges. Under these cir- 
cumstances we do not believe that either the extension of the World War IT loan 
guarantee program or the proposed new direct loan program for World War II 
and Korean conflict veterans is necessary. 

For the foregoing reasons the Bureau of the Budget wishes to recommend 
strongly against enactment of the above bills, and advises that extension of the 
World War II loan guarantee program beyond July 25, 1960, and the inaugura- 
tion of a new program of direct loans for World War II and Korean conflict 
veterans, as are proposed in the bills, would not be in accord with the program of 
the President. 

Sincerely yours, 
HvucHes, 
Assistant Director for Legislative Reference. 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D.C., April 13, 1960. 

Hon. Sam RAYBURN, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: There is transmitted herewith a draft of a bill to amend 
title 38, United States Code, with the request that it be introduced in order 
that it may be considered for enactment. 
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The proposed bill would establish a revolving fund to be available to the Ad- 
ministrator of Veterans’ Affairs for all loan guaranty and insurance operations 
under chapter 37 of title 38, United States Code, except administrative expenses. 
Administrative expenses consisting principally of salaries for personnel, would 
continue to be paid from appropriations for general operating expenses of the 
Veterans’ Administration. This proposal would place annual budget estimates 
for loan guaranty activities on a net expenditure basis but would make no 
change in the basic legislation and operations of that program. 

The revolving fund mechanism would improve the budget and funding pro- 
cedures of the loan guaranty program. This program involves annual expendi- 
tures of more than $100 million for payment of claims and property acquisitions 
resulting from defaults on loans guaranteed or insured by the Veterans’ Ad- 
ministration. Receipts from the liquidation of acquired assets exceed $35 mil- 
lion annually. The program has acquired and now holds assets in the form 
of loans receivable and real property valued at more than $350 million. 

Collections received by the Administrator from loan guaranty and insurance 
operations would be deposited in the fund. Since receipts from loan guaranty 
operations at this time are not sufficient to enable such a fund to be self-sus- 
taining, they would be supplemented, as needed, by a transfer to the fund of 
amounts appropriated for readjustment benefits. When, and if, moneys in the 
‘fund become more than necessary to meet expenses, the excess would be trans- 
ferred into the general fund of the Treasury. 

All costs of the loan guaranty program, other than administrative, are now 
financed out of direct appropriations to the Veterans’ Administration for read- 
justment benefits. Such costs arise from the payment of claims of defaulted 
VA guaranteed or insured loans, the acquisition of loans or properties by the 
Veterans’ Administration incident to loan defaults, and the maintenance, serv- 
icing, and disposition of acquired properties. 

In conducting its loan guarantee operations the Veterans’ Administration 
receives funds from various sources. These include repayments on loans owned 
and on indebtedness of veteran obligors, interest on loans and accounts, and 
income from the sale or rental of acquired property. These operating receipts 
are now required to be returned to the Treasury. This proposal would change 
this procedure by permitting such receipts to be credited to the revolving fund 
and used for the payment of program liabilities and operating costs other than 
administrative expenses. 

The creation of a loan guarantee revolving fund would provide several benefits 
from a budget and accounting point of view. The balance sheet of the new fund 
will include the assets and liabilities of this program and the fund shall account 
for related obligations. It would permit a ready comparison of operating reve- 
nues and expenditures and thus provide a clearer picture of the net costs of 
the program. It would also bring this program into conformity with the 
revolving fund concept employed by other mortgage programs of the Government. 

There would be a reduction in the annual amounts appropriated for readjust- 
ment benefits equal to the amount of loan guarantee receipts now returned to 
the Treasury. These receipts, as stated, are currently in excess of $35 million 
annually and are expected to increase significantly in the next several years. 

In addition, the proposal would result in the presentation of a more complete 
analysis of the financial aspects of the loan guarantee program in the annual 
budget by the use of the business-type financial statements included for revolving 
fund accounts. 

In his budget message to the Congress dated January 18, 1960, the President 
recommended improved funding procedures for major business-type activities 
of the Federal Government. He specifically recommended a revolving fund for 
the loan guarantee programs of the Veterans’ Administration. 

The value of this proposal lies in the fact that it would place budgetary proce- 
dures for a business-type operation on a sounder basis and would reduce annual 
appropriations. Although it will not entail additional costs, it cannot be stated 
that the revolving fund method of operation will produce net savings to the 
Government. 

Advice has been received from the Bureau of the Budget that there is no objec- 
tion to the presentation of this proposed legislation to the Congress and that 
its enactment would be in accord with the program of the President. 

Sincerely, 

SuMNER G. WHITTIER, 
Administrator. 
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VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D.C., May 4, 1960. 
Hon. SAM Rayburn, 
Speaker of the House of Representatives, 
Wshington, D.C. 

Dear Mr. SPEAKER: There is transmitted herewith a draft of a bill to amend 
chapter 37 of title 38, United States Code, to improve the effectiveness of the 
Veterans’ Administration loan guaranty program, with the request that it be 
introduced in order that it may be considered for enactment. 

The proposed bill would— 

(1) Permit the Administrator of Veterans’ Affairs to prescribe, with the 
approval of the Secretary of the Treasury, such maximum interest rate for 
Veterans’ Administration guaranteed and insured loans as he may find the 
loan market demands, except that such rate may not exceed the interest rate 
on FHA section 203 insured loans ; 

(2) Provide that the certifications now required from a veteran applicant 
as a prerequisite to loan guaranty that he occupies, or intends to occupy, 
property as his home may be waived where the Administrator otherwise 
finds that the veteran did in fact have the required intention when he applied 
for the loan and when it was closed and in fact occupied the property as his 
home; and 

(3) Facilitate the placement of guaranteed loans in housing credit short- 
age areas by authorizing the Veterans’ Administration to refuse to make a 
direct loan if a guaranteed loan is available in such area at a reasonable 
discount. 

The proposed change in the statutory maximum interest rate on Veterans’ 
Administration guaranteed and insured loans was previously recommended in 
my letter of January 26, 1959. At that time, the interest rate ceiling was 4% 
percent and the GI loan interest rate was required to be at least one-half of 1 
percent below that prevailing on FHA section 203 insured loans. 

The adverse competitive position of the GI loan in the mortgage money market 
was temporarily somewhat improved by the action of the Congress in enacting 
Public Law 86-73. That act, approved on June 30, 1959, removed the mandatory 
one-half of 1 percent differential and authorized an increase in the GI loan 
interest rate maximum to 5% percent. On July 2, 1959, we increased the maxi- 
mum GI loan rate to 54% percent—the then maximum rate on FHA loans. How- 
ever, on September 23, 1959, the FHA increased its maximum rate on section 
203 loans to 5% percent. Subsequently, GI home loan activity has not kept pace 
with other segments of the home mortgage industry because the interest rate has 
not been sufficiently competitive in the mortgage investment field. 

As stated by the President at the time he approved Public Law 86-73, it would 
have been preferable to have accorded the Veterans’ Administration the same 
flexibility in interest rates ase the FHA already has for comparable programs. 
The President again recommended such a flexible interest rate on GI loans in 
his budget message to the Congress of January 18, 1960. Under such authority, 
the Administrator would be better able to maintain the interest rate at a com- 
petitive level, but not in excess of 6 percent per annum. 

An interest rate which would allow the GI loan to become substantially com- 
petitive with alternative investments would give assurance to eligible World 
War II veterans that they will have a reasonable opportunity to participate in 
the loan guaranty program before its scheduled termination. Moreover, it would 
be especially helpful in supporting the continuing program for Korean conflict 
veterans, whose loan guaranty entitlement does not expire until February 1, 1965. 

The proposed amendment to section 1804(c) of title 38, United States Code, is 
highly desirable to facilitate administration of the program and avert individual 
hardship. When certifications of occupancy have not been obtained at the spe- 
cific times required under existing law (i.e., at the time of loan application and 
also at loan closing), the application for guaranty has had to be denied even 
though the situation resulted from error or inadvertence and the veteran did 
occupy the property as his home within a reasonable time after the closing of 
the loan. The purpose of the certifications is to provide a safeguard against 
abuses in the use of loan entitlement. They are intended to emphasize to vet- 
erans that the loan benefit is obtainable only for housing to be occupied by them 
as their homes, and to discourage the practice of some builders and brokers of 
dealing in veterans’ entitlement to loan financing. 
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We believe that the purpose of the present certification requirements would 
still be served if the failure to obtain the certifications of occupancy could be 
waived where it is shown that the veteran had the necessary intention concern- 
ing occupancy of the property and actually occupied the property as his home in 
conformity with basic provisions of the law. Such an amendment would be bene- 
ficial from an administrative viewpoint as it would eliminate much time-consum- 
ing correspondence, as well as the need and expenses of redrawing loan instru- 
ments and resubmitting new loan applications to obtain technical compliance 
with the language of the statute. 

The proposed amendment to section 1811(j) (2) is desirable to facilitate the 
placement of guaranteed loans in those housing credit shortage areas now eligible 
for Veterans’ Administration direct loans. It would enable the Veterans’ Admin- 
istration to refuse to make a direct loan where the veteran is offered a guaran- 
teed loan by a lender on terms substantially similar to those prevailing in metro- 
politan areas where direct loans cannot be made. 

Referrals of loans to the voluntary home mortgage credit program committees 
for placement with private lenders are not productive under present conditions 
of prevailing discounts, since the builder or other seller realizes that if he refuses 
to ray the discount required by the VHMCP participating lender the veteran can 
obtain a direct loan with no discount. 

Since recent experience has shown that it is futile to refer direct loan appli- 
eations to VHMCP for refinancing, in spite of the demand of veterans for loans, 
the referral procedure has been discontinued. We believe that the effectiveness 
of the VHMCP in stimulating lender activity and reducing the demand for di- 
rect loans would be enhanced if, as proposed, the law specifically authorized 
denial of a direct loan if a guaranteed loan is available on reasonable terms. 

The cost to the Government as a result of the enactment of the proposals con- 
tained in the draft bill cannot be determined at this time. The more flexible 
authority for establishing maximum interest rate would better enable VA-guar- 
anteed loans to compete with alternative capital investments and would un- 
doubtedly result in more loans being guaranteed during the remaining period 
of eligibility for World War II and Korean conflict veterans than would other- 
wise be the case. A substantial increase in the volume of loans guaranteed 
would result in some increase in administrative costs. The other proposals in 
the draft bill would have no significant impact on administrative expenditures. 

Advice has been received from the Bureau of the Budget that there is no 
objection to the presentation of this proposed legislation to the Congress, and 
that its enactment would be in accord with the program of the President. 
Sincerely yours, 

Sumner G. WHITTIER, Administrator. 


A BILL To amend chapter 37 of title 38, United States Code, to improve the effectiveness 
of the Veterans’ Administration loan guaranty program 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That chapter 37 of title 38, United States 
Code, is amended as follows: 

(1) In paragraph (1) of section 1803(c) strike out “; except that such rate 
shall in no event exceed 54% per centum per annum” and insert in lieu thereof 
“, but the rate of interest so prescribed by the Administrator shall not exceed at 
any time the rate of interest (exclusive of premium charges for insurance, and 
service charges if any), estrblished by the Federal Housing Commissioner under 
section 203(b) (5) of the National Housing Act” ; 

(2) In section 1804(c) add the following at the end thereof: “Notwithstand- 
ing the foregoing requirements of this subsection, the provisions for certifica- 
tion by the veteran at the time he applies for the loan and at the time the loan 
is closed shall be considered to be satisfied if the Administrator finds that (1) 
in the case of a loan for repair, alteration, or improvement the veteran in fact 
did occupy the property at such time, or (2) in the case of a loan for construc- 
tion or purchase the veteran intended to occupy the property as his home at 
such times and he did in fact so occupy it when, or within a reasonable time 
after, the loan was closed.” ; 

(3) In paragraph (2) of section 1811(j) insert the phrase “on terms which 
are reasonable” immediately following the word “loan”. 
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9601, 86th Cong., 2d sess. 1] 


A BILL To extend the veterans’ home loan program to February 1, 1965; to provide for 
direct loans to veterans in areas where housing credit is otherwise not generally avail- 
able ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 1808(a) of title 38, United 
States Code, is amended to read as follows: 

“(a)(1) Any loan made to a World War II of Korean conflict veteran, if 
made before February 1, 1965, for any of the purposes, and in compliance with 
the provisions, specified in this chapter, is automatically guaranteed by the 
United States in an amount not more than 60 per centum of the loan if the loan 
is made for any of the purposes specified in section 1810 of this title, and not 
more than 50 per centum of the loan if the loan is for any of the purposes specified 
in section 1812, 1813, or 1814 of this title. 

“(2) If a loan report or an application for loan guaranty relating to a loan 
under this chapter to a veteran has been received by the Administrator before 
February 1, 1965, such loan may be guaranteed or insured under the provisions 
of this chapter before February 1, 1966.” 

(b) Section 1814(b) of title 38, United States Code, is amended (1) by striking 
out paragraph (3); (2) by striking out “; and” at the end of paragraph (2) and 
inserting a period; and (3) by inserting “and” after the semicolon at the end 
of paragraph (1). 

Sec. 2. (a) Effective July 25, 1960, section 1811 of title 38, United States Code, 
is amended to read as follows: 


“$1811. Direct loans to veterans 


“(a) Whenever the Administrator finds that private capital is not generally 
available in any area (urban or rural) for the financing of loans guaranteed 
under section 1810 of this title, he shall designate such area as a ‘housing credit 
shortage area’. He shall make, or enter into commitments to make, to any 
veteran eligible under this title, a loan for any or all of the purposes listed in 
section 1810(a) of this title in such area. 

“(b) No loan may be made under this section to a veteran unless he shows 
to the satisfaction of the Administrator that— 

“(1) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purpose for which he is qualified 
under section 1810 of this title ; and 

“(2) he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under sections 1000-1029 of title 7 or under sections 1471- 
1483 of title 42. 

“(e) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. In addition, the 
Administrator shall charge each veteran a fee not exceeding 1 per centum of 
the loan amount. Such fee may be deducted from the loan when made by the 
Administrator, and shall be charged for the purpose of establishing a reserve 
for the payment of losses arising out of operations under this section after July 
25, 1960. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $17,500 as the amount of 
guaranty to which the veteran is entitled under section 1810 of this title at the 
time the loan is made bears to $7,500; and the guaranty entitlement of any 
veteran who heretofore or hereafter has been granted a loan under this section 
shall be charged with an amount which bears the same ratio to $7,500 as the 
amount of the loan bears to $17,500. 
$ “(3) No veteran may obtain loans under this section aggregating more than 

17,500. 

“(d) Loans made under this section shall be repaid in monthly installments, 
except that in the case of any such loan made for any of the purposes described 
in paragraph (2), (8), or (4) of section 1810(a) of this title, the Administrator 
may provide that such loan shall be repaid in quarterly, semiannual, or annual 
installments. 
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“(e) In connection with any loan under this section, the Administrator may 
make advances in cash to pay taxes and assessments on the real estate, to provide 
for repairs, alterations, and improvements, and to meet the incidental expenses 
incident to origination of loans made under this section, which expenses, or a 
reasonable flat allowance in lieu thereof, shall be paid by the veteran in addition 

sing costs. 

wy hes lan on may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section ata 
price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
acy , No “ may be made under this section after January 31, 1965, except 
pursuant to commitments issued by the Administrator before that date. 

“(h) (1) If any builder or sponsor proposes to construct one or more dwellings 
in a housing credit shortage area, the Administrator may enter into commitment 
with such builder or sponsor, under which, in accordance with sound mortgage 
underwriting practice, sufficient funds will be reserved for a period not in excess 
of nine months, or such longer period as the Administrator may authorize to 
meet the needs in any particular case, for the purpose of making loans to vet- 
erans to purchase such dwellings. Such commitment may not be assigned or 
transferred except with the written approval of the Administrator. The Admin- 
istrator shall not enter into any such commitment unless such builder or sponsor 
pays a nonrefundable commitment fee to the Administrator in an amount deter- 
mined by the Administrator, not to exceed 2 per centum of the funds reserved 

such builder or sponsor. 

mar 2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection has been sold, or contracted to be 
sold, to a veteran eligible for a direct loan under this section, the Administrator 
shall enter into a commitment to make the veteran a loan for the purchase of 
such dwelling. With respect to any loan made to an eligible veteran under this 
subsection, the Administrator may make advances during the construction of the 
dwelling up to a maximum in advances of (A) the cost of the land plus (B) 80 
per centum of the value of the construction in place. 

“(3) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision 
requirements prescribed pursuant to subsection (a) of section 1804 of this title, 
and with respect to such dwellings may prescribe special minimum land planning 
and subdivision requirements which shall be in keeping with the general housing 
facilities in the locality but shall require that such dwellings meet minimum re- 
quirements of structural soundness and general acceptability. 

“(i) Without regard to any other provision of this chapter, the Administrator 
may take or cause to be taken such action as in his judgment may be necessary 
or appropriate for or in connection with the custody, management, protection, 
and realization or sale of investments under this section, may determine his 
necessary expenses and expenditures, and the manner in which the same shall 
be incurred, allowed and paid, may make such rules, regulations, and orders as 
he may deem necessary or appropriate for carrying out his functions under this 
section and sections 1823 and 1824 of this title and, except as otherwise expressly 
provided in this chapter, may employ, utilize, compensate, and, to the extent not 
inconsistent with his basic responsibilities under this chapter, delegate any of his 
functions under this section and sections 1823 and 1824 of this title to such ner- 
sons and such corporate or other agencies, including agencies of the United 
States, as he may designate.” 

(b) The amendment made by this section shall not apply with respect to any 
loan where (1) a commitment by the Administrator to make a loan under such 
section 1811 was outstanding on July 25, 1960, or (2) funds to make such loan 
were being reserved on July 25, 1960, by the Administrator where a commitment 
fee had been paid to the Administrator under section 1811 with respect to a 
dwelling. 

Sec. 3. (a) (1) Chapter 37 of title 38, United States Code, is amended by 
adding at the end thereof the following: 

“§$ 1824. Sale of debentures 

“(a) For the purpose of carrying out section 1811 of this title after July 25, 
1960, the Administrator shall issue, and sell to the public, debentures having 
maturities of not less than ten nor more than thirty years, and bearing such 
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rate or rates of interest, not less than 4%4 per centum per annum, as the Admin- 
istrator may determine. Not in excess of $5,000,000,000 principal value of such 
debentures may be sold in any one fiscal year, but within such limitation the 
Administrator shall endeavor to meet the demand for loans by veterans au- 
thorized to receive loans pursuant to section 1811 of this title. Debentures 
issued under this section shall be guaranteed by the Government of the United 
States as to payment of principal and interest. The Secretary of the Treasury 
may invest and reinvest not to exceed 25 percent of the National Service Life 
Insurance Fund in debentures issued under this section. 

“(b) The proceeds from the sale of debentures under this section, together 
with the fees charged veterans under the second sentence of section 1811(c) (1) 
of this title, the commitment fees charged builders or sponsors under section 
1811(h)(1) of this title, all payments received of principal and interest, and 
the proceeds from the sale of, and other proceeds arising out of operations in- 
volving, loans made after July 25, 1960, pursuant to section 1811 of this title, 
shall be deposited in a special account in the Treasury of the United States, and 
shall be available for all expenses arising out of operations pursuant to this 
section and section 1811 of this title arising out of loans made after July 25, 
1960, and the issue, sale, and retirement of debentures. 

“(c) Where the law of any State regulating the investment of trust or other 
funds imposes restrictions upon the uses which may be made of such funds (such 
as requiring that such funds be spent in such State) the Administrator shall 
comply with such State law in making loans out of the proceeds of the invest- 
ment of funds covered by such State law.” 

(2) The analysis of such chapter 37 is amended by adding at the end thereof 
the following: 


“1824. Sale of debentures.” 


(b) Effective July 25, 1960, section 1823 of title 38, United States Code, is 
amended as follows: 

(1) The last sentence of subsection (a) is amended by striking out “the last 
day on which the Administrator may make loans under section 1811 of this title, 
he” and inserting in lieu thereof “July 25, 1960, the Administrator”. 

(2) The first sentence of subsection (c) is amended by striking out “, as 
authorized by law to effectuate the purposes and functions authorized in section 
1811 of this title,”. 

(3) The second sentence of subsection (c) is amended to read as follows: 
“Such sums, together with all receipts under this section and section 1811 of 
this title arising out of loons or commitments for loans made before July 25, 
1960, shall be deposited with the Treasurer of the United States, in a special 
deposit account, and shall be available, respectively, for disbursement on account 
of loans and commitments for loans pursuant to section 1811 of this title before 
July 25, 1960.” 


[H.R. 9634, 86th Cong., 2d sess.] 


A BILL To amend title 38, United States Code, to extend the veterans’ home loan program 
to February 1, 1965; to provide for direct loans to veterans in areas where housing 
credit is otherwise not generally available ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 1803(a) of title 38, United 
States Code, is amended to read as follows: 

“(a) (1) Any loan made to a World War II or Korean conflict veteran, if 
made before February 1, 1965, for any of the purposes, and in compliance with 
the provisions, specified in this chapter, is automatically guaranteed by the 
United States in an amount not more than 60 per centum of the loan if the loan 
is made for any of the purposes specified in section 1810 of this title, and 
not more than 50 per centum of the lean if the loan is for any of the purposes 
specified in section 1812, 1813, or 1814 of this title. 

“(2) If a loan report or an application for loan guarantee relating to a loan 
under this chapter to a veteran has been received by the Administrator befove 
Febrnarv 1, 1965. such loan may be guaranteed or insured under the provisions 
of this chapter before February 1, 1966.” 

(b) Section 1814(b) of title 38, United States Code, is amended (1) by 
striking out paragraph (3); (2) by striking out “; and” at the end of paragraph 
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(2) and inserting a period; and (3) by inserting “and” after the semicolon at the 
end of paragraph (1). 

Sec. 2 (a) Effective July 25, 1960, section 1811 of title 38, United States Code, 
is amended to read as follows: 


“$1811. Direct loans to veterans 


“(a) Whenever the Administrator finds that private capital is not generally 
available in any area (urban or rural) for the financing of loans guaranteed 
under section 1810 of this title, he shall designate such area as a ‘housing 
credit shortage area’. He shall make, or enter into commitments to make, to 
any veteran eligible under this title, a loan for any or all of the purposes listed 
in section 1810(a) of this title in such area. 

“(b) No loan may be made under this section to a veteran unless he shows 
to the satisfaction of the Administrator that— 

“(1) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purpose for which he is qualified 
under section 1810 of this title ; and 

“(2) he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under sections 1000-1029 of title 7 or under sections 1471- 
49. 

“(c) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title, as may be applicable. In addition, the 
Administrator shall charge each veteran a fee not exceeding 1 per centum of 
the loan amount. Such fee may be deducted from the loan when made by the 
Administrator, and shall be charged for the purpose of establishing a reserve 
for the payment of losses arising out of operations under this section after 
July 25, 1960. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $17,500 as the amount of 
guaranty to which the veteran is entitled under section 1810 of this title at 
the time the loan is made bears to $7,500; and the guaranty entitlement of 
any veteran who heretofore or hereafter has been granted a loan under this 
section shall be charged with an amount which bears the same ratio to $7,500 
as the amount of the loan bears to $17,500. 

“(3) No veteran may obtain loans under this section aggregating more than 
$17,500. 

“(d) Loans made under this section shall be repaid in monthly installments, 
except that in the case of any such loan made for any of the purposes described 
in paragraphs (2), (3), or (4) of section 1810(a) of this title, the Administrator 
may provide that such loan shall be repaid in quarterly, semiannual, or annual 
installments. 

“(e) In connection with any loan under this section, the Administrator may 
make advances in cash to pay taxes and assessments on the real estate, to pro- 
vide for repairs, alterations, and improvements, and to meet the incidental 
expenses incident to origination of loans made under this section, which ex- 
penses, or a reasonable flat allowance in lieu thereof, shall be paid by the 
veteran in addition to the loan closing costs. 

“(f) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at 
a price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
1810 of this title. 

“(g) No loan may be made under this section after January 31, 1965, except 
pursuant to commitments issued by the Administrator before that date. 

“(h)(1) If any builder or sponsor proposes to construct one or more dwell- 
ings in a housing credit shortage area, the Administrator muy enter into a com- 
mitment with such builder or sponsor, under which, in accordance with sound 
mortgage underwriting practice, sufficient funds will be reserved for a period 
not in excess of nine months, or such longer period as the Administrator may 
authorize to meet the needs in any particular case, for the purpose of making 
loans to veterans to purchase such dwellings. Such commitment may not be 
assigned or transferred except with the written approval of the Administrator. 
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The Administrator shall not enter into any such commitment unless such builder 
or sponsor pays a nonrefundabie commitment fee to the Administrator in an 
amount determined by the Administrator, not to exceed 2 per centum of the 
funds reserved for such builder or sponsor. 

“(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection has been sold, or contracted to 
be sold, to a veteran eligible for a direct loan under this section, the Adminis- 
trator shall enter into a commitment to make the veteran a loan for the purchase 
of such dwelling. With respect to any loan made to an eligible veteran under 
this subsection, the Administrator may make advances during the construction 
of the dweiling up to maximum in advances of (A) the cost of the land plus (B) 
80 per centum of the value of the construction in place. 

“(3) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection trom the minimum land planning and subdivision 
requirements prescribed pursuant to subsection (a) of section 1804 of this title, 
and with respect to such dwellings may prescribe special minimum land plan- 
ning and subdivision requirements which shall be in keeping with the general 
housing facilities in the locality but shall require that such dwellings meet mini- 
mum requirements of structural soundness and general acceptability. 

“(i) Without regard to any other provision of this chapter, the Administra- 
tor may take or cause to be taken such action as in his judgment may be neces- 
sary or appropriate for or in connection with the custody, management, pro- 
tection, and realization or sale of investments under this section, may determine 
his necessary expenses and expenditures, and the manner in which the same 
shall be incurred, allowed and paid, may make such rules, regulations, and 
orders as he may deem necessary or appropriate for carrying out his functions 
under this section and sections 1823 and 1824 of this title and, except as other- 
wise expressly provided in this chapter, may employ, utilize, compensate, and, 
to the extent not inconsistent with his basic responsibilities under this chapter, 
delegate any of his functions under this section and sections 1823 and 1824 of 
this title to such persons and such corporate or other agencies, including agen- 
cies of the United States, as he may designate.” 

(b) The amendment made by this section shall not apply with respect to any 
loan where (1) a commitment by the Administrator to make a loan under such 
section 1811 was outstanding on July 25, 1960, or (2) funds to make such loan 
were being reserved on July 25, 1960, by the Administrator where a commit- 
ment fee had been paid to the Administrator under section 1811 with respect to 
a dwelling. 

Sec. 3. (a)(1) Chapter 37 of title 38, United States Code, is amended by 
adding at the end thereof the following: 


“$1824. Sale of Veterans’ Home Loan Certificates 

“(a) For the purpose of carrying out section 1811 of this title after July 25, 
1960, the Administrator shall issue, and sell to the public, Veterans’ Home Loan 
Xertificates (hereinafter in this section referred to as ‘certificates’) having ma- 
turities of not less than ten nor more than thirty years, and bearing such rate 
or rates of interest, not more than 4% per centum per annum and not less than 
4 per centum per annum, as the Administrator may determine. Not in excess 
of $3,000,000.0090 principal value of such certificates may be sold in any one fiscal 
year, but within such limitation the Administrator shall endeavor to meet the 
demand for lovns by veterans authorized to receive loans pursuant to section 
1811 of this title. Certificates issued under this section shall be guaranteed 
bv the Government of the United States as to payment of principal and interest. 
The Secretary of the Treasury shall invest and reinvest not less than 15 per 
centum, and not more then 25 per centum at »ny one time, of the National Serv- 
ice Life Insurance Fund in certificates issued under this section. 

“(b) The proceeds from the sale of certificates under this section, together 
with the fees charged veterans under the second sentence of section 1811(c¢) (1) 
of this title, the commitment fees charged builders or sponsors under section 
1811(h) (1) of this title, all payments received of principal and interest, and the 
proceeds from the sale of, and other proceeds arising out of operstions involving, 
loans mode after July 25, 1960, pursuant to section 1811 of this title, shall be 
denosited in a special account in the Treasury of the United States, and shall be 
available for all expenses arising out of operations pursuant to this section and 
section 1811 of this title involving loans made after July 25, 1960, and the issue, 
sale, and retirement of certificates. 
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“(c¢) Where the law of any State regulating the investment of trust or other 
funds imposes restrictions upon the uses which may be made of such funds 
(such as requiring that such funds be spent in such State) the Administrator 
shall comply with such State law in making loans out of the proceeds of the 
investment in certificates of funds covered by such State law.” 

(2) The analysis of such chapter 37 is amended by adding at the end thereof 
the following : 


“1824. Sale of Veterans Home Loan Certificates.” 


(b) Effective July 25, 1960, section 1823 of title 38, United States Code, is 
amended as follows: 

(1) The last sentence of subsection (a) is amended by striking out “the last 
day on which the Administrator may make loans under section 1811 of this title, 
he” and inserting in lieu thereof “July 25, 1960, the Administrator”. 

(2) The first sentence of subsection (c) is amended by striking out “, as au- 
thorized by law to effectuate the purposes and functions authorized in section 
1811 of this title,”. 

(3) The second sentence of subsection (c) is amended to read as follows: 
“Such sums, together with all receipts under this section and section 1811 of this 
title arising out of loans or commitments for loans made before July 25, 1960, 


shall be deposited with the Treasurer of the United States, in a special deposit 


account, and shall be available, respectively, for disbursement on account of 
loans and commitments for loans pursuant to section 1811 of this title before 
July 25, 1960.” 


[H.R. 9640, 86th Cong., 2d sess. ] 


A BILL To extend the veterans’ home loan program to February 1, 1965; to provide for 
direct loans to veterans in areas where housing credit is otherwise not generally avail- 
able; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 1803(a) of title 38, United 
States Code, is amended to read as follows: 

“(a) (1) Any loan made to a World War II or Korean conflict veteran, if 
made before February 1, 1965, for any of the purposes, and in compliance with 
the provisions, specified in this chapter, is automatically guaranteed by the 
United States in an amount not more than 60 per centum of the loan if the loan 
is made for any of the purposes specified in section 1810 of this title, and not 
more than 50 per centum of the loan if the loan is for any of the purposes 
specified in section 1812, 1813, or 1814 of this title. 

“(2) If a loan report or an application for loan guaranty relating to a loan 
under this chapter to a veteran has been received by the Administrator before 
February 1, 1965, such loan may be guaranteed or insured under the provisions 
of this chapter before February 1, 1966.” 

(b) Seetion 1814(b) of title 38, United States Code, is amended (1) by 
striking out paragraph (3); (2) by striking out “; and” at the end of para- 
graph (2) and inserting a period; and (3) by inserting “and” after the semicolon 
at the end of paragraph (1). 

Sec. 2. (a) Effective July 25, 1960, section 1811 of title 38, United States Code, 
is amended to read as follows: 

“$1811. Direct loans to veterans 

“(a) Whenever the Administrator finds that private capital is not generally 
available in any area (urban or rural) for the financing of loans guaranteed 
under section 1810 of this title, he shall designate such area as a ‘housing credit 
shortage area’. He shall make, or enter into commitments to make, to any 
veteran eligible under this title, a loan for any or all of the purposes listed in 
section 1810(a) of this title in such area. 

“(b) No loan may be made under this section to a veteran unless he shows to 
the satisfaction of the Administrator that— 

“(1) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purpose for which he is qualified 
under section 1810 of this title ; and 

“(2) he is unable to obtain a loan for such purpose from the Secretary of 
Agriculture under sections 1000-1029 of title 7 or under sections 1471-1483 
of title 42. 
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“(e) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. In addition, the 
Administrator shall charge each veteran a fee not exceeding 1 per centum of 
the loan amount. Such fee may be deducted from the loan when made by the Ad- 
ministrator, and shall be charged for the purpose of establishing a reserve for the 
payment of losses arising out of operation under this section after July 25, 1960. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $17,500 as the amount of 
guaranty to which the veteran is entitled under section 1810 of this title at the 
time the loan is made bears to $7,500; and the guaranty entitlement of any 
veteran who heretofore or hereafter has been granted a loan under this section 
shall be charged with an amount which bears the same ratio to $7,500 as the 
amount of the loan bears to $17,500. 

“(3) No veteran may obtain loans under this section aggregating more than 
$17,500. 

“(d) Loans made under this section shall be repaid in monthly installments, 
except that in the case of any such loan made for any of the purposes described 
in paragraphs (2), (3), or (4) of section 1810(a) of this title, the Administrator 
may provide that such loan shall be repaid in quarterly, semiannual, or annual 
installments. 

“(e) In connection with any loan under this section, the Administrator may 
make advances in cash to pay taxes and assessments on the real estate, to 
provide for repairs, alterations, and improvements, and to meet the incidental 
expenses incident to origination of loans made under this section, which ex- 
penses, or a reasonable flat allowance in lieu thereof, shall be paid by the 
veteran in addition to the loan closing costs. 

“(f) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at 
a price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
1810 of this title. 

“(g) No loan may be made under this section after January 31, 1965, except 
pursuant to commitments issued by the Administrator before that date. 

“(h) (1) If any builder or sponsor propose to construct one or more dwell- 
ings in a housing credit shortage area, the Administrator may enter into com- 
mitment with such builder or sponsor, under which, in accordance with sound 
mortgage underwriting practice, sufficient funds will be reserved for a period 
not in excess of nine months, or such longer period as the Administrator may 
authorize to meet the needs in any particular case, for the purpose of making 
loans to veterans to purchase such dwellings. Such commitment may not be 
assigned or transferred except with the written approval of the Administrator. 
The Administrator shall not enter into any such commitment unless such builder 
or sponsor pays a nonrefundable commitment fee to the Administrator in an 
amount determined by the Administrator, not to exceed 2 per centum of the 
funds reserved for such builder or sponsor. 

“(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection has been sold, or contracted to 
be sold, to a veteran eligible for a direct loan under this section, the Adminis- 
trator shall enter into a commitment to make the veteran a loan for the pur- 
chase of such dwelling. With respect to any loan made to an eligible veteran 
under this subsection, the Administrator may make advances during the con- 
struction of the dwelling up to a maximum in advances of (A) the cost of the 
land plus (B) 80 per centum of the value of the construction in place. 

“(3) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision 
requirements prescribed pursuant to subsection (a) of section 1804 of this title, 
and with respect to such dwellings may prescribe special minimum land plan- 
ning and subdivision requirements which shall be in keeping with the general 
housing facilities in the locality but shall require that such dwellings meet 
minimum requirements of structural soundness and general acceptability. 

“(i) Without regard to any other provision of this chapter, the Administrator 
may take or cause to be taken such action as in his judgment may be necessary 
or appropriate for or in connection with the custody, management, protection, 
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and realization or sale of investments under this section, may determine his 
necessary expenses and expenditures, and the manner in which the same shall 
be incurred, allowed and paid, may make such rules, regulations, and orders as 
he may deem necessary or appropriate for carrying out his functions under this 
section and sections 1823 and 1824 of this title and, except as otherwise expressly 
provided in this chapter, may employ, utilize, compensate, and, to the extent 
not inconsistent with his basic responsibilities under this chapter, delegate any 
of his functions under this section and sections 1823 and 1824 of this title to 
such persons and such corporate or other agencies, including agencies of the 
United States, as he may designate.” 

(b) The amendment made by this section shall not apply with respect to any 
loan where (1) a commitment by the Administrator to make a loan under such 
section 1811 was outstanding on July 25, 1960, or (2) funds to make such loan 
were being reserved on July 25, 1960, by the Administrator where a commitment 
fee had been paid to the Administrator under section 1811 with respect to a 
dwelling. 

Sec. 3. (a) (1) Chapter 37 of title 38, United States Code, is amended by add- 
ing at the end thereof the following: 


“$1824. Sale of debentures 


“(a) For the purpose of carrying out section 1811 of this title after July 25, 
1960, the Administrator shall issue, and sell to the public, debentures having 
maturities of not less than ten nor more than thirty years, and bearing such 
rate or rates of interest, not less than 444 per centum per annum, as the Admin- 
istrator may determine. Not in excess of $5,000,000,000 principal value of such 
debentures may be sold in any one fiscal year, but within such limitation the 
Administrator shall endeavor to meet the demand for loans by veterans author- 
ized to receive loans pursuant to section 1811 of this title. Debentures issued 
under this section shall be guaranteed by the Government of the United States 
as to payment of principal and interest. The Secretary of the Treasury may 
invest and reinvest not to exceed 25 percent of the National Service Life Insur- 
ance Fund in debentures issued under this section. 

“(b) The proceeds from the sale of debentures under this section, together 
with the fees charged veterans under the second sentence of section 1811(c) (1) 
of this title, the commitment fees charged builders or sponsors under section 
1811(h) (1) of this title, all payments received of principal and interest, and the 
proceeds from the sale of, and other proceeds arising out of operations involving, 
loans made after July 25, 1960, pursuant to section 1811 of this title, shall be 
deposited in a special account in the Treasury of the United States, and shall 
be available for all expenses arising out of operations pursuant to this section 
and section 1811 of this title arising out of loans made after July 25, 1960, and 
the issue, sale, and retirement of debentures. 

“(c) Where the law of any State regulating the investment of trust or other 
funds imposes restrictions upon the uses which may be made of such funds (such 
as requiring that such funds be spent in such State) the Administrator shall 
comply with such State law in making loans out of the proceeds of the investment 
of funds covered by such State law.” 

(2) The analysis of such chapter 37 is amended by adding at the end thereof 
the following: 

“1824. Sale of debentures.” 

(b) Effective July 25, 1960, section 1823 of title 38, United States Code, is 
amended as follows: 

(1) The last sentence of subsection (a) is amended by striking out “the last 
day on which the Administrator may make loans under section 1811 of this title, 
he” and inserting in lieu thereof “July 25, 1960, the Administrator”. 

(2) The first sentence of subsection (c) is amended by striking out “, as 
authorized by law to effectuate the purposes and functions authorized in section 
1811 of this title,”. 

(3) The second sentence of subsection (c) is amended to read as follows: 
“Such sums, together with all receipts under this section and section 1811 of 
this title arising out of loans or commitments for loans made before July 25, 
1960, shall be deposited with the Treasurer of the United States, in a special 
deposit account, and shall be available, respectively, for disbursement on account 
of loans and commitments for loans pursuant to section 1811 of this title before 
July 25, 1960.” 


VETERANS’ HOME LOAN PROGRAM 3293 


[H.R. 9695, 86th Cong., 2d sess.] 


A BILL To extend the veterans’ home loan program to February 1, 1965; to provide for 
direct loans to veterans in areas where housing credit is otherwise not generally avail- 
able ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 1803(a) of title 38, United 
States Code, is amended to read as follows: 

“(a)(1) Any loan made to a World War II or Korean conflict veteran, if made 
before February 1, 1965, for any of the purposes, and in compliance with the pro- 
visions, specified in this chapter, is automatically guaranteed by the United States 
in an amount not more than 90 per centum of the loan if the loan is made for 
any of the purposes specified in section 1810 of this title, and not more than 50 
per centum of the loan if the loan is for any of the purposes specified in section 
1812, 1813, or 1814 of this title. 

“(2) If a loan report or an application for loan guaranty relating to a loan 
under this chapter to a veteran hus been received by the Administrator before 
February 1, 1965, such loan may be guaranteed or insured under the provisions 
of this chapter before February 1, 1966.” 

(b) Section 1814(b) of title 38, United States Code, is amended (1) by strik- 
ing out paragraph (3) ; (2) by striking out “; and ” at the end of paragraph (2) 
and inserting a period; and (38) by inserting “and” after the semicoion at the 
end of paragraph (1). 

Sec. 2. (a) Effective July 25, 1960, section 1811 of title 38, United States Code, 
is amended to read as follows: 


“$1811. Direct loans to veterans 

“(a) Whenever the Administrator finds that private capital is not generally 
available in any area (urban or rural) for the financing of loans guaranteed 
under section 1810 of this title, he shall designate such area as a ‘housing credit 
shortage area.’ He shall make, or enter into commitments to make, to any vet- 
eran eligible under this title, a loan for any or all of the purposes listed in section 
1810(a) of this title in such area. 

“(b) No loan may be made under this section to a veteran unles he shows to 
the satisfaction of the Administrator that— 

“(1) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purpose for which he is qualified 
under section 1810 of this title ; and 

“(2) he is unable to obtain a loan for such purpose from the Secretary of 
Agriculture under sections 1000-1029 of title 7 or under sections 1471-1483 of 
title 42. 

“(e) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. In addition, the Ad- 
ministrator shall charge each veteran a fee not exceeding 1 per centum of the 
loan amount... Such fee may be deducted from the loan when made by the Ad- 
ministrator, and shall be charged for the purpose of establishing a reserve for the 
payment of losses arising out of operations under this section after July 25, 1960. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $17,500 as the amount of 
guaranty to which the veteran is entitled under section 1810 of this title at the 
time the loan is made bears to $7,500; and the guaranty entitlement of any vet- 
eran who heretofore or hereafter has been granted a loan under this section shall 
be charged with an amount which bears the same ratio to $7,500 as the amount 
of the loan bears to $17,500. 
$ “(3) No veteran may obtain loans under this section aggregating more than 

17,500. 

“(d) Loans made under this section shall be repaid in monthly installments, 
except that in the case of any such loan made for any of the purposes described 
in paragraphs (2), (3), or (4) of section 1810(a) of this title, the Administrator 
may provide that such loan shall be repaid in quarterly, semiannual, or annual 
installments. 

“(e) In connection with any loan under this section, the Administrator may 
make advances in cash to pay taxes and assessments on the real estate, to provide 
for repairs, alterations, and improvements, and to meet the incidental expenses 
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incident to origination of loans made under this section, which expenses, or a rea- 
sonable flat allowance in lieu thereof, shall be paid by the veteran in addition to 
the loan closing costs. 

“(f) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at 
a price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
1810 of this title. 

“(g) No loan may be made under this section after January 31, 1965, except 
pursuant to commitments issued by the Administrator before that date. 

“(h) (1) If any builder or sponsor proposes to construct one or more dwell- 
ings in a housing credit shortage area, the Administrator may enter into com- 
mitment with such builder or sponsor, under which, in accordance with sound 
mortgage underwriting practice, sufficient funds will be reserved for a period 
not in excess of nine months, or such longer period as the Administrator may 
authorize to meet the needs in any particular case, for the purpose of making 
loans to veterans to purchase such dwellings. Such commitment may not be 
assigned or transferred except with the written approval of the Administrator. 
The Administrator shall not enter into any such commitment unless such builder 

.or sponsor pays a nonrefundable commitment fee to the Administrator in an 
amount determined by the Administrator, not to exceed 2 per centum of the 
funds reserved for such builder or sponsor. 

“(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection has been sold, or contracted to 
be sold, to a veteran eligible for a direct loan under this section, the Adminis- 
trator shall enter into a commitment to make the veteran a loan for the purchase 
of such dwelling. With respect to any loan made to an eligible veteran under 
this subsection, the Administrator may make advances during the construction 
of the dwelling up to a maximum in advances of (A) the cost of the land plus 
(B) 80 per centum of the value of the construction in place. 

“(3) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision 
requirements prescribed pursuant to subsection (a) of section 1804 of this title, 
and with respect to such dwellings may prescribe special minimum land planning 
and subdivision requirements which shall be in keeping with the general housing 
facilities in the locality but shall require that such dwellings meet minimum 
requirements of structural soundness and general acceptability. 

““(i) Without regard to any other provision of this chapter, the Administrator 
may take or cause to be taken such action as in his judgment may be necessary 
or appropriate for or in connection with the custody, management, protection, 
and realization or sale of investments under this section, may determine his 
necessary expenses and expenditures, and the manner in which.the same shall 
be incurred, allowed and paid, may make such rules, regulations, and orders 
as he may deem necessary or appropriate for carrying out his functions under 
this section and sections 1823 and 1824 of this title and, except as otherwise 
expressly provided in this chapter, may employ, utilize, compensate, and, to 
the extent not inconsistent with his basic responsibilities under this chapter, 
delegate any of his functions under this section and sections 1823 and 1824 of 
this title to such persons and such corporate or other agencies, including agencies 
of the United States, as he may designate.” 

(b) The amendment made by this section shall not apply with respect to 
any loan where (1) a commitment by the Administrator to make a loan under 
such section 1811 was outstanding on July 25, 1960, or (2) funds to make such 
loan were being reserved on July 25, 1960, by the Administrator where a com- 
mitment fee had been paid to the Administrator under section 1811 with respect 
to a dwelling. 

Sec. 3. (a) (1) Chapter 37 of title 38, United States Code, is amended by adding 
at the end thereof the following: 


“$ 1824. Sale of debentures 


“(a) For the purpose of carrying out section 1811 of this title after July 25, 
1960, the Administrator shall issue, and sell to the public, debentures having 
maturities of not less than ten nor more than thirty years, and bearing such 
rate or rates of interest, not less than 4144 per centum per annum, as the Admin- 
istrator may determine. Not in excess of $5,000,000,000 principal value of such 
debentures may be sold in any one fiscal year, but within such limitation the 
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Administrator shall endeavor to meet the demand for loans by veterans author- 
ized to receive loans pursuant to section 1811 of this title. Debentures issued 
under this section shall be guaranteed by the Government of the United States 
as to payment of principal and interest. The Secretary of the Treasury may 
invest and reinvest not to exceed 25 per centum of the national service life in- 
surance fund in debentures issued under this section. 

“(b) The proceeds from the sale of debentures under this section, together 
with the fees charged veterans under the second sentence of section 1811(¢) (1) 
of this title, the commitment fees charged builders or sponsors under section 
1811(h) (1) of this title, all payments received of principal and interest, and 
the proceeds from the sale of, and other proceeds arising out of operations in- 
volving, loans made after July 25, 1960, pursuant to section 1811 of this title, 
shall be deposited in a special account in the Treasury of the United States, and 
shall be available for all expenses arising out of operations pursuant to this 
section and section 1811 of this title arising out of loans made after July 25, 
1960, and the issue, sale, and retirement of debentures. 

“(c) Where the law of any State regulating the investment of trust or other 
funds imposes restrictions upon the uses which may be made of such funds 
(such as requiring that such funds be spent in such State) the Administrator 
shall comply with such State law in making loans out of the proceeds of the 
investment of funds covered by such State law.” 

(2) The analysis of such chapter 37 is amended by adding at the end thereof 
the following : 

“1824. Sale of debentures.” 

(b) Effective July 25, 1960, section 1823 of title 38, United States Code, is 
amended as follows: 

(1) The last sentence of subsection (a) is amended by striking out “the last 
day on which the Administrator may make loans under section 1811 of this 
title, he” and inserting in lieu thereof “July 25, 1960, the Administrator’. 

(2) The first sentence of subsection (c) is amended by striking out “, as 
authorized by law to effectuate the purposes and functions authorized in section 
1811 of this title,”’. 

(3) The second sentence of subsection (¢c) is amended to read as follows: 
“Such sums, together with all receipts under this section and section 1811 of this 
title arising out of loans or commitments for loans made before July 25, 1960, 
shall be deposited with the Treasurer of the United States, in a special deposit 
account, and shall be available, respectively, for disbursement on account of 
loans and commitments for loans pursuant to section 1811 of this title before 
July 25, 1960.” 


(H.R. 9934, 86th Cong., 2d sess. ] 


A BILL To extend the veterans’ home loan program to February 1, 1965; to provide for 
direct loans to veterans in areas where housing credit is otherwise not generally avail- 
able ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 1803(a) of title 38, United 
States Code, is amended to read as follows: 

“(a) (1) Any loan made to a World War II or Korean conflict veteran, if 
made before February 1, 1965, for any of the purposes, and in compliance with 
the provisions, specified in this chapter, is automatically guaranteed by the 
United States in an amount not more than 60 per centum of the loan if the loan 
is made for any of the purposes specified in section 1810 of this title, and not 
more than 50 per centum of the loan if the loan is for any of the purposes 
specified in section 1812, 1813, or 1814 of this title. 

“(2) If a loan report or an application for loan guaranty relating to a loan 
under this chapter to a veteran has been received by the Administrator before 
February 1, 1965, such loan may be guaranteed or insured under the provisions 
of this chapter before February 1, 1966.” 

(b) Section 1814(b) of title 38, United States Code, is amended (1) by striking 
out paragraph (3); (2) by striking out ‘‘; and” at the end of paragraph (2) and 
inserting a period; and (3) by inserting “and” after the semicolon at the end 
of paragraph (1). 

Sec. 2. (a) Effective July 25, 1960, section 1811 of title 38, United States Code, 
is amended to read as follows: “§ 1811. Direct loans to veterans 
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“(a) Whenever the Administrator finds that private capital is not generally 
available in anv area (urban or rural) for the financing of loans guaranteed 
under section 1810 of this title, he shall designate such area as a ‘housing credit 
shortage area’. He shall make, or enter into commitments to make, to any 
veteran eligible under this title, a loan for any or all of the purposes listed in 
section 1810(a) of this title in such area. 

“(b) No loan may be made under this section to a veteran unless he shows to 
the satisfaction of the Administrator that— 

“(1) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purpose for which he is qualified 
under section 1810 of this title; and 

(2) he is unable to obtain a loan for such purpose from the Secretary of 
Agriculture under sections 1000-1029 of title 7 or under sections 1471-1483 
of title 42. 

“(c) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. In addition, the 
Administrator shall charge each veteran a fee not exceeding 1 per centum of 


_the loan amount. Such fee may be deducted from the loan when made by the 


Administrator, and shall be charged for the purpose of establishing a reserve 
for the payment of losses arising out of operations under this section after July 
25, 1960. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $17,500 as the amount 
of guaranty to which the veteran is entitled under section 1810 of this title at 
the time the loan is made bears to $7,500; and the guaranty entitlement of any 
veteran who heretofore or hereafter has been granted a loan under this section 
shall be charged with an amount which bears the same ratio to $7,500 as the 
amount of the loan bears to $17,500. 

“(3) No veteran may obtain loans under this section aggregating more than 
$17,500. 

“(d) Loans made under this section shall be repaid in monthly installments, 
except that in the case of any such loan made for any of the purposes described 
in paragraphs (2), (3), or (4) of section 1810(a) of this title, the Administrator 
may provide that such loan shall be repaid in quarterly, semiannual, or annual 
installments. 

“(e) In connection with any loan under this section, the Administrator may 
make advances in cash to pay taxes and assessments on the real estate, to pro- 
vide for repairs, alterations, and improvements, and to meet the incidental 
expenses incident to origination of loans made under this section, which expenses, 
or a reasonable flat allowance in lieu thereof, shall be paid by the veteran in 
addition to 'the loan closing costs. 

“(f) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section 
at a price not less than par; that is, the unpaid balance plus accrued interest, 
and shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
1810 of this title. 

“(g) No loan may be made under this section after January 31, 1965, except 
pursuant to commitments issued by the Administrator before that date. 

“(h) (1) If any builder or sponsor proposes to construct one or more dwellings 
in a housing credit shortage area, the Administrator may enter into commitment 
with such builder or sponsor, under which, in accordance with sound mortgage 
underwriting practice, sufficient funds will be reserved for a period not in excess 
of nine months, or such longer period as the Administrator may authorize to meet 
the needs in any particular case, for the purpose of making loans to veterans 
to purchase such dwellings. Such commitment may not be assigned or transferred 
except with the written approval of the Administrator. The Administrator 
shall not enter into any such commitment unless such builder or sponsor pays 
a nonrefundable commitment fee to the Administrator in an amount determined 
by the Administrator, not to exceed 2 per centum of the funds reserved for 
such builder or sponsor. 
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“(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection has been sold, or contracted to be 
sold, to a veteran eligible for a direct loan under this section, the Administrator 
shall enter into a commitment to make the veteran a loan for the purchase of such 
dwelling. With respect to any loan made to an eligible veteran under this sub- 
section, the Administrator may make advances during the construction of the 
dwelling up to a maximum in advances of (A) the cost of the land plus (B) 80 
per centum of the value of the construction in place. 

“(3) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision 
requirements prescribed pursuant to subsection (a) of section 1804 of this title, 
and with respect to such dwellings may prescribe special minimum land planning 
and subdivision requirements which shall be in keeping with the general housing 
facilities in the locality but shall require that such dwellings meet minimum 
requirements of structural soundness and general acceptability. 

“(i) Without regard to any other provision of this chapter, the Administrator 
may take or cause to be taken such action as in his judgment may be necessary or 
appropriate for or in connection with the custody, management, protection, 
and realization or sale of investments under this section, may determine his neces- 
sary expenses and expenditures, and the manner in which the same Shall be 
incurred, allowed and paid, may make such rules, regulations, and orders as he 
may deem necessary or appropriate for carrying out his functions under this 
section and sections 1823 and 1824 of this title and, except as otherwise expressly 
provided in this chapter, may employ, utilize, compensate, and, to the extent 
not inconsistent with his basic responsibilities under this chapter, delegate any 
of his functions under this section and sections 1823 and 1824 of this title to such 
persons and such corporate or other agencies, including agencies of the United 
States, as he may designate.” 

(b) The amendment made by this section shall not apply with respect to any 
loan where (1) a commitment by the Administrator to make a loan under such 
section 1811 was outstanding on July 25, 1960, or (2) funds to make such loan 
were being reserved on July 25, 1960, by the Administrator where a commitment 
fee had been paid to the Administrator under section 1811 with respect to a 
dwelling. 

Sec. 3. (a) (1) Chapter 37 of title 38, United States Code, is amended by 
adding at the end thereof the following: 


“§$ 1824. Sale of debentures 


“(a) For the purpose of carrying out section 1811 of this title after July 25, 
1960, the Administrator shall issue, and sell to the public, debentures having 
maturities of not less than ten nor more than thirty years, and bearing such 
rate or rates of interest, not less than 44% per centum per annum, as the 
Administrator may determine. Not in excess of $5,000,000,000 principal value 
of such debentures may be sold in any one fiscal year, but within such limitation 
the Administrator shall endeavor to meet the demand for loans by veterans 
authorized to receive loans pursuant to section 1811 of this title. Debentures 
issued under this section shall be guaranteed by the Government of the United 
States as to payment of principal and interest. The Secretary of the Treasury 
may invest and reinvest not to exceed 25 percent of the National Service Life 
Insurance Fund in debentures issued under this section. 

“(b) The proceeds from the sale of debentures under this section, together 
with the fees charged veterans under the second sentence of section 1811(c) (1) 
of this title, the commitment fees charged builders or sponsors under section 
1811(h) (1) of this title, all payments received of principal and interest, and the 
proceeds from the sale of, and other proceeds arising out of operations involving, 
loans made after July 25, 1960, pursuant to section 1811 of this title, shall be 
deposited in a special account in the Treasury of the United States, and shall 
be available for all expenses arising out of operations pursuant to this section and 
section 1811 of this title arising out of loans made after July 25, 1960, and the 
issue, sale, and retirement of debentures. 

“(c) Where the law of any State regulating the investment of trust or other 
funds imposes restrictions upon the uses which may be made of such funds (such 
as requiring that such funds be spent in such State) the Administrator shall 
comply with such State law in making loans out of the proceeds of the invest- 
ment of funds covered by such State law.” 


3298 


VETERANS’ HOME LOAN PROGRAM 


(2) The analysis of such chapter 37 is amended by adding at the end thereof 
the following : 

“1824. Sale of debentures.” 

(b) Effective July 25, 1960, section 1823 of title 38, United States Code, is 
amended as follows: 

(1) The last sentence of subsection (a) is amended by striking out “the last 
day on which the Administrator may make loans under section 1811 of this title, 
he” and inserting in lieu thereof “July 25, 1960, the Administrator”. 

(2) The first sentence of subsection (c) is amended by striking out “, as 
authorized by law to effectuate the purposes and functions authorized in section 
1811 of this title,’’. 

(3) The second sentence of subsection (c) is amended to read as follows: “Such 
sums, together with all receipts under this section and section 1811 of this title 
arising out of loans or commitments for loans made before July 25, 1960, shall be 
deposited with the Treasurer of the United States, in a special deposit account, 
and shall be available, respectively, for disbursement on account of loans and 
commitments for loans pursuant to section 1811 of this title before July 25, 
1960.” 


(H.R. 9993, 86th Cong., 2d sess.] 


A BILL To amend title 38, United States Code, to extend the veterans’ home loan program 
to February 1, 1965; to provide for direct loans to veterans in areas where housing 
credit is othewise not generally available ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 1803(a) of title 38, United 
States Code, is amended to read as follows: 

“(a)(1) Any loan made to a World War II or Korean conflict veteran, if made 
before February 1, 1965, for any of the purposes, and in compliance with the 
provisions, specified in this chapter, is automatically guaranteed by the United 
States in an amount not more than 60 per centum of the loan if the loan is made 
for any of the purposes specified in section 1810 of this title, and not more than 
50 per centum of the loan if the loan is for any of the purposes specified in section 
1812, 1813, or 1814 of this title. 

“(2) If a loan report or an application for loan guarantee relating to a loan 
under this chapter to a veteran has been received by the Administrator before 
February 1, 1965, such loan may be guaranteed or insured under the provisions 
of this chapter before February 1, 1966.” 

(b) Section 1814(b) of title 38, United States Code, is amended (1) by strik- 
ing out paragraph (3); (2) by striking out “; and” at the end of paragraph (2) 
and inserting a period; and (3) by inserting “and” after the semicolon at the 
end of paragraph (1). ’ 

Sec. 2. (a) Effective July 25, 1960, section 1811 of title 38, United States Code, 
is amended to read as follows: 


“$1811. Direct loans to veterans 

“(a) Whenever the Administrator finds that private capital is not generally 
available in any area (urban or rural) for the financing of loans guaranteed 
under section 1810 of this title, he shall designate such area as a ‘housing credit 
shortage area’.”’” He shall make, or enter into commitments to make, to any vet- 
eran eligible under this title, a loan for any or all of the purposes listed in sec- 
tion 1810(a) of this title in such area. 

“(b) No loan may be made under this section to a veteran unless he shows 
to the satisfaction of the Administrator that— 

“(1) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purpose for which he is qualified un- 
der section 1810 of this title ; and 

(2) he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under sections 1000—1029 of title 7 or under sections 1471-1483 
of title 42. 

“(e)(1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title, as may be applicable. In addition, the Ad- 
ministrator shall charge each veteran a fee not exceeding 1 per centum of the 


AS 


VETERANS’ HOME LOAN PROGRAM 3299 


loan amount. Such fee may be deducted from the loan when made by the Ad- 
ministrator, and shall be charged for the purpose of establishing a reserve for the 
payment of losses arising out of operations under this section after July 25, 1960. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $17,500 as the amount of 
guaranty to which the veteran is entitled under section 1810 of this title at the 
time the loan is made bears to $7,500; and the guaranty entitlement of any vet- 
eran who heretofore or hereafter has been granted a loan under this section 
shall be charged with an amount which bears the same ratio to $7,500 as the 
amount of the loan bears to $17,500. 

“(3) No veteran may obtain loans under this section aggregating more than 
$17,500. 

“(d) Loans made under this section shall be repaid in monthly installments, 
except that in the case of any such loan made for any of the purposes described 
in paragraphs (2), (3), or (4) of section 1810(a) of this title, the Administrator 
may provide that such loan shall be repaid in quarterly, semiannual, or annual 
installments. 

“(e) In connection with any loan under this section, the Administrator may 
make advances in cash to pay taxes and assessments on the real estate, to pro- 
vide for repairs, alterations, and improvements, and to meet the incidental ex- 
penses incident to origination of loans made under this section, which expenses, 
or a reasonable flat allowance in lieu thereof, shall be paid by the veteran in ad- 
dition to the loan closing costs. 

“(f) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section 
at a price not less than par; that is, the unpaid balance plus accrued interest, 
and shall guarantee any loan thus sold subject to the same conditions, terms, 
and limitations which would be applicable were the loan guaranteed under sec- 
tion 1810 of this title. 

“(g) No loan may be made under this section after January 31, 1965, ex- 
cept pursuant to commitments issued by the Administrator before that date. 

“(h) (1) If any builder or sponsor proposes to construct one or more dwell- 
ings in a housing credit shortage area, the Administrator may enter into a com- 
mitment with such builder or sponsor, under which, in accordance with sound 
mortgage underwriting practice, sufficient funds will be reserved for a period 
not in excess of nine months, or such longer period as the Administrator may 
authorize to meet the needs in any particular case, for the purpose of making 
loans to veterans to purchase such dwellings. Such commitment may not be 
assigned or transferred except with the written approval of the Administrator. 
The Administrator shall not enter into any such commitment unless such builder 
or sponsor pays a nonrefundable commitment fee to the Administrator in an 
amount determined by the Administrator, not to exceed 2 per centum of the 
funds reserved for such builder or sponsor. 

“(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection has been sold, or contracted to 
be sold, to a veteran eligible for a direct loan under this section, the Ad- 
ministrator shall enter into a commitment to make the veteran a loan for the 
purchase of such dwelling. With respect to any loan made to an eligible vet- 
eran under this subsection, the Administrator may make advances during the 
construction of the dwelling up to a maximum in advances of (A) the cost of 
the land plus (B) 80 per centum of the value of the construction in place. 

“(3). The Administrator may exempt dwellings constructed through assist- 
ance provided by this subsection from the minimum land planning and subdi- 
vision requirements prescribed pursuant to subsection (a) of section 1804 of 
this title, and with respect to such dwellings may prescribe special minimum 
land planning and subdivision requirements which shall be in keeping with the 
general housing facilities in the locality but shall require that such dwellings 
meet minimum requirements of structural soundness and general acceptability. 

“(i) Without regard to any other provision of this chapter, the Administrator 
may take or cause to be taken such action as in his judgment may be necessary 
or appropriate for or in connection with the custody, management, protection, 
and realization or sale of investments under this section, may determine his 
necessary expenses and expenditures, and the manner in which the same shall 
be incurred, allowed and paid, may make such rules, regulations, and orders 
as he may deem necessary or appropriate for carrying out his functions un- 
der this section and sections 1823 and 1824 of this title and, except as other- 
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wise expressly provided in this chapter, may employ, utilize, compensate, and, 
to the extent not inconsistent with his basic responsibilities under this chapter, 
delegate any of his functions under this section and sections 1823 and 1824 of 
this title to such persons and such corporate or other agencies, including agen- 
cies of the United States, as he may designate.” 

(b) The amendment made by this section shall not apply with respect to any 
loan where (1) a commitment by the Administrator to make a loan under such 
section 1811 was outstanding on July 25, 1960, or (2) funds to make such 
loan were being reserved on July 25, 1960, by the Administrator where a com- 
mitment fee had been paid to the Administrator under section 1811 with respect 
to a dwelling. 

Sec. 3. (a)(1) Chapter 37 of title 38, United States Code, is amended by 
adding at the end thereof the following : 


“§ 1824. Sale of Veterans’ Home Loan Certificates 

“(a) For the purpose of carrying out section 1811 of this title after July 
25, 1960, the Administrator shall issue, and sell to the public, Veterans’ Home 
Loan Certificates (hereinafter in this section referred to as ‘certificates’) hav- 
ing maturities of not less than ten nor more than thirty years, and bearing 
such rate or rates of interest, not more than 444 per centum per annum and 
not less than 4 per centum per annum, as the Administrator may determine. 
Not in excess of $3,000,000,000 principal value of such certificates may be sold 
in any one fiscal year, but within such limitation the Administrator shall en- 
deavor to meet the demand for loans by veterans authorized to receive loans 
pursuant to section 1811 of this title. Certificates issue under this section shall 
be guaranteed by the Government of the United States as to payment of prin- 
cipal and interest. The Secretary of the Treasury shall invest and reinvest 
not less than 15 per centum, and not more than 25 per centum at any one time, 
of the National Service Life Insurance Fund in certificates issued under this 
section. 

“(b) The proceeds from the sale of certificates under this section, together 
with the fees charged veterans under the second sentence of section 1811(c) (1) 
of this title, the commitment fees charged builders or sponsors under section 
1811(h)(1) of this title, all payments received of principal and interest, and 
the proceeds from the sale of, and other proceeds arising out of operations in- 
volving, loans made after July 25, 1960, pursuant to section 1811 of this title, 
shall be deposited in a special account in the Treasury of the United States, 
and shall be available for all expenses arising out of operations pursuant to 
this section and section 1811 of this title involving loans made after July 235, 
1960, and the issue, sale, and retirement of certificates. 

“(c) Where the law of any State regulating the investment of trust or 
other funds imposes restrictions upon the uses which may be made of such 
funds (such as requiring that such funds be spent in such State) the Admin- 
istrator shall comply with such State law in making loans out of the proceeds 
of the investment in certificates of funds covered by such State law.” 

(2) The analysis of such chapter 37 is amended by adding at the end there- 
of the following: 

“1824. Sale of Veterans’ Home Loan Certificates.” 

(b) Effective July 25, 1960, section 1823 of title 38, United States Code, is 
amended as follows: 

(1) The last sentence of subsection (a) is amended by striking out “the last 
day on which the Administrator may make loans under section 1811 of this 
title, he’ and inserting in lieu thereof “July 25, 1960, the Administrator”. 

(2) The first sentence of subsection (c) is amended by striking out “, as 
authorized by law to effectuate the purposes and functions authorized in sec- 
tion 1811 of this title,”’. 

(3) The second sentence of subsection (c) is amended to read as follows: 
“Such sums, together with all receipts under this section and section 1811 
of this title arising out of loans or commitments for loans made before July 
25, 1960, shall be deposited with the Treasurer of the United States, in a special 
deposit account, and shall be available, respectively, for disbursement on ac- 
count of loans and commitments for loans pursuant to section 1811 of this titl 
before July 25, 1960.” : 
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[H.R. 10167, 86th Cong., 2d sess. ] 


A BILL To extend the veterans’ home loan program to February 1, 1965; to provide for 
direct loans to veterans in areas where housing credit is otherwise not generally avail- 
able ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 1803(a) of title 38, United 
States Code, is amended to read as follows: 

“(a) (1) Any loan made to a World War II or Korean conflict veteran, if 
made before February 1, 1965, for any of the purposes, and in compliance with 
the provisions, specified in this chapter, is automatically guaranteed by the 
United States in an amount not more than 60 per centum of the loan if the loan 
is made for any of the purposes specified in section 1810 of this title, and not 
more than 50 per centum of the loan if the loan is for any of the purposes speci- 
fied in section 1812, 1813, or 1814 of this title. 

“(2) If a loan report or an application for loan guaranty relating to a loan 
under this chapter to a veteran has been received by the Administrator before 
February 1, 1965, such loan may be guaranteed or insured under the provisions 
of this chapter before February 1, 1966.” 

(b) Section 1814(b) of title 38, United States Code, is amended (1) by strik- 
ing out paragraph (3); (2) by striking out “; and” at the end of paragraph 
(2) and inserting a period; and (3) by inserting “and” after the semicolon at 
the end of paragraph (1). 

Sec. 2. (a) Effective July 25, 1960, section 1811 of title 38, United States Code, 
is amended to read as follows: 


“$1811. Direct loans to veterans 


(a) Whenever the Administrator finds that private capital is not generally 
available in any area (urban or rural) for the financing of loans guaranteed 
under section 1810 of this title, he shall designate such area as a ‘housing credit 
shortage area’. He shall make, or enter into commitments to make, to any 
veteran eligible under this title, a loan for any or all of the purposes listed in 
section 1810(a) of this title in such area, 

“(b) No loan may be made under this section to a veteran unless he shows to 
the satisfaction of the Administrator that— 

“(1) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purpose for which he is qualified 
under section 1810 of this title; and 

“(2) he is unable to obtain a loan for such purpose from the Secretary of 
Agriculture under sections 1000-1029 of title 7 or under sections 1471-1483 
of title 42. 

“(c) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. In addition, the 
Administrator shall charge each veteran a fee not exceeding 1 per centum of 
the loan amount. Such fee may be deducted from the loan when made by the 
Administrator, and shall be charged for the purpose of establishing a reserve for 
the payment of losses arising out of operations under this section after July 25, 
1960. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $17,500 as the amount of 
guaranty to which the veteran is entitled under section 1810 of this title at the 
time the loan is made bears to $7,500; and the guaranty entitlement of any vet- 
eran who heretofore or hereafter has been granted a loan under this section 
shall be charged with an amount which bears the same ratio to $7,500 as the 
amount of the loan bears to $17,500. 

“(3) No veteran may obtain loans under this section aggregating more than 
$17,500. 

“(d) Loans made under this section shall be repaid in monthly installments, 
except that in the case of any such loan made for any of the purposes described 
in paragraphs (2), (8), or (4) of section 1810(a) of this title, the Administrator 
may provide that such loan shall be repaid in quarterly, semiannual, or annual 
installments. 
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“(e) In connection with any loan under this section, the Administrator may 
make advances in cash to pay taxes and assessments on the real estate, to pro- 
vide for repairs, alterations, and improvements, and to meet the incidental ex- 
penses incident to origination of loans made under this section, which expenses, 
or a reasonable flat allowance in lieu thereof, shall be paid by the veteran in 
addition to the loan closing costs. 

“(f) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at 
a price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
1810 of this title. 

“(g¢) No loan may be made under this section after January 31, 1965, except 
pursuant to commitments issued by the Administrator before that date. 

“(h) (1) If any builder or sponsor proposes to construct one or more dwellings 
in a housing credit shortage area, the Administrator may enter into commit- 
ment with such builder or sponsor, under which, in accordance with sound 
mortgage underwriting practice, sufficient funds will be reserved for a period 
not in excess of nine months, or such longer period as the Administrator may 
authorize to meet the needs in any particular case, for the purpose of making 

.loans to veterans to purchase such dwellings. Such commitment may not be 
assigned or transferred except with the written approval of the Administrator. 
The Administrator shall not enter into any such commitment unless such builder 
or sponsor pays a nonrefundable commitment fee to the Administrator in an 
amount determined by the Administrator, not to exceed 2 per centum of the 
funds reserved for such builder or sponsor. 

(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection has been sold, or contracted to 
be sold, to a veteran eligible for a direct loan under this section, the Adminis- 
trator shall enter into a commitment to make the veteran a loan for the pur- 
chase of such dwelling. With respect to any loan made to an eligible veteran 
under this subsection, the Administrator may make advances during the con- 
struction of the dwelling up to a maximum in advances of (A) the cost of the 
land plus (B) 80 per centum of the value of the construction in place. 

“(3) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision 
requirements prescribed pursuant to subsection (a) of section 1804 of this 
title, and with respect to such dwellings may prescribe special minimum land 
planning and subdivision requirements which shall be in keeping with the gen- 
eral housing facilities in the locality but shall require that such dwellings meet 
minimum requirements of structural soundness and general acceptability. 

“(i) Without regard to any other provision of this chapter, the Administrator 
may take or cause to be taken such action as in his judgment may-be necessary or 
appropriate for or in connection with the custody, management, protection, and 
realization or sale of investments under this section, may determine his neces- 
Sary expenses and expenditures, and the manner in which the same shall be 
incurred, allowed and paid, may make such rules, regulations, and orders as he 
may deem necessary or appropriate for carrying out his functions under this 
section and sections 1823 and 1824 of this title and, except as otherwise ex- 
pressly provided in this chapter, may employ, utilize, compensate, and, to the 
extent not inconsistent with his basic responsibilities under this chapter, dele- 
gate any of his functions under this section and sections 1823 and 1824 of this 
title to such persons and such corporate or other agencies, including agencies 
of the United States, as he may designate.” 

(b) The amendments made by this section shall not apply with respect to any 
loan where (1) a commitment by the Administrator to make a loan under such 
section 1811 was outstanding on July 25, 1960, or (2) funds to make such loan 
were being reserved on July 25, 1960, by the Administrator where a commitment 
fee had been paid to the Administrator under section 1811 with respect to a 
dwelling. 

Sec. 3. (a) (1) Chapter 37 of title 38, United States Code, is amended by adding 
at the end thereof the following: 


“$1824. Sale of debentures 


“(a) For the purpose of carrying out section 1811 of this title after July 25, 
1960, the Administrator shall issue, and sell to the public, debentures having 
maturities of not less than ten nor more than thirty years, and bearing such 
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rate or rates of interest, not less than 44% per centum per annum, as the Ad- 
ministrator may determine. Not in excess of $5,000,000,000 principal value of 
such debentures may be sold in any one fiscal year, but within such limitation the 
Administrator shall endeavor to meet the demand for loans by veterans author- 
ized to receive loans pursuant to section 1811 of this title. Debentures issued 
under this section shall be guaranteed by the Government of the United States 
as to payment of principal and interest. The Secretary of the Treasury may 
invest and reinvest not to exceed 25 percent of the National Service Life In- 
surance Fund in debentures issued under this section. 

“(b) The proceeds from the sale of debentures under this section, together 
with the fees charged veterans under the second sentence of section 1811(¢) (1) 
of this title, the commitment fees charged builders or sponsors under sec- 
tion 1811(h)(1) of this title, all payments received of principal and interest, 
and the proceeds from the sale of, and other proceeds arising out of operations 
involving, loans made after July 25, 1960, pursuant to section 1811 of this title, 
shall be deposited in a special account in the Treasury of the United States, 
and shall be available for all expenses arising out of operations pursuant to 
this section and section 1811 of this title arising out of loans made after July 
25, 1960, and the issue, sale, and retirement of debentures. 

“(c) Where the law of any State regulating the investment of trust or ‘euher 
funds imposes restrictions upon the uses which may be made of such funds 
(such as requiring that such funds be spent in such State) the Administrator 
shall comply with such State law in making out of the proceeds of the invest- 
ment of funds covered by such State law.” 

(2) The analysis of such chapter 37 is amended by adding at the end thereof 
the following: 

“1824. Sale of debentures.” 

(b) Effective July 25, 1960, section 1823 of title 38, United States Code, is 
amended as follows: 

(1) The last sentence of subsection (a) is amended by striking out “the last 
day on which the Administrator may make loans under section 1811 of this 
title, he” and inserting in lieu thereof “July 25, 1960, the Administrator”. 

(2) The first sentence of subsection (c) is amended by striking out “, as 
authorized by law to effectuate the purposes and functions authorized in section 
1811 of this title,’’. 

(3) The second sentence of subsection (c) is amended to read as follows: 
“Such sums, together with all receipts under this section and section 1811 of 
this title arising out of loans or commitments for loans made before July 25, 
1960, shall be deposited with the Treasurer of the United States, in a special 
deposit account, and shall be available, respectively, for disbursement on ac- 
count of loans and commitments for loans pursuant to section 1811 of this title 
before July 25, 1960.” 


[ H.R. 10299, 86th Cong., 2d sess. ] 


A BILL To extend the veterans’ home loan program to February 1, 1965; to provide for 
direct loans to veterans in areas where housing credit is otherwise not generally avail- 
able ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) section 1803(a) of title 
38, United States Code, is amended to read as follows: 

“(a) (1) Any loan made to a World War II or Korean conflict veteran, if 
made before February 1, 1965, for any of the purposes, and in compliance with 
the provisions, specified in this chapter, is automatically guaranteed by the 
United States in an amount not more than 60 per centum of the loan if the 
loan is made for any of the purposes specified in section 1810 of this title, and 
not more than 50 per centum of the loan if the loan is for any of the purposes 
specified in section 1812, 1813, or 1814 of this title. 

“(2) If a loan report or an application for loan guaranty relating to a loan 
under this chapter to a veteran has been received by the Administrator before 
February 1, 1965, such loan may be guaranteed or insured under the provisions 
of this chapter before February 1, 1966.” 

(b) Section 1814(b) of title 38, United States Code, is amended (1) by strik- 
ing out paragraph (3); (2) by striking out “; and” at the end of paragraph 
(2) and inserting a period; and (3) by inserting “and” after the semicolon at 
the end of paragraph (1). 
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Sec. 2. (a) Effective July 25, 1960, section 1811 of title 38, United States Code, 
is amended to read as follows: 


“§ 1811. Direct loans to veterans 


“(a) Whenever the Administrator finds that private capital is not generally 
available in any area (urban or rural) for the financing of loans guaranteed 
under section 1810 of this title, he shall designate such area as a ‘housing credit 
shortage area’. He shall make, or enter into commitments to make, to any 
veteran eligible under this title, a loan for any or all of the purposes listed in 
section 1810(a) of this title in such area. 

“(b) No loan may be made under this section to a veteran unless he shows 
to the satisfaction of the Administrator that— 

“(1) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purpose for which he is qualified 
under section 1810 of this title; and 

“(2) he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under sections 1000-1029 of title 7 or under sections 1471- 
1483 of title 42. 

“(c) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. In addition, the 
Administrator shall charge each veteran a fee not exceeding 1 per centum of 
the loan amount. Such fee may be deducted from the loan when made by the 
Administrator, and shall be charged for the purpose of establishing a reserve 
for the payment of losses arising out of operations under this section after 
July 25, 1960. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $17,500 as the amount of 
guaranty to which the veteran is entitled under section 1810 of this title at 
the time the loan is made bears to $7,500; and the guaranty entitlement of any 
veteran who heretofore or hereafter has been granted a loan under this section 
shall be charged with an amount which bears the same ratio to $7,500 as the 
amount of the loan bears to $17,500. 

“(3) No veteran may obtain loans under this section aggregating more than 
$17,500. 

“(d) Loans made under this section shall be repaid in monthly installments, 
except that in the case of any such loan made for any of the purposes described 
in paragraphs (2), (3), or (4) of section 1810(a) of this title, the Adminis- 
trator may provide that such loan shall be repaid in quarterly, semiannual, 
or annual installments. . 

“(e) In connection with any loan under this section, the Administrator may 
make advances in cash to pay taxes and assessments on the real estate, to 
provide for repairs, alterations, and improvements, and to meet the incidental 
expenses incident to origination of loans made under this section, which ex- 
penses, or a reasonable flat allowance in lieu thereof, shall be paid by the 
veteran in addition to the loan closing costs. 

“(f) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at a 
price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
1810 of this title. 

“(g) No loan may be made under this section after January 31, 1965, except 
pursuant to commitments issued by the Administrator before that date. 

“(h) (1) If any builder or sponsor proposes to construct one or more dwell- 
ings in a housing credit shortage area, the Administrator may enter into commit- 
ment with such builder or sponsor, under which, in accordance with sound mort- 
gage underwriting practice, sufficient funds will be reserved for a period not in 
excess of nine months, or such longer period as the Administrator may authorize 
to meet the needs in any particular case, for the purpose of making loans to 
veterans to purchase such dwellings. Such commitment may not be assigned or 
transferred except with the written approval of the Administrator. The Admin- 
istrator shall not enter into any such commitment unless such builder or sponsor 
pays a nonrefundable commitment fee to the Administrator in an amount deter- 


1 
4 


SS 


VETERANS’ HOME LOAN PROGRAM 3305 


mined by the Administrator, not to exceed 2 per centum of the funds reserved for 
such builder or sponsor. 

“(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection has been sold, or contracted to be 
sold, to a veteran eligible for a direct loan under this section, the Administrator 
shall enter into a commitment to make the veteran a loan for the purchase of 
such dwelling. With respect to any loan made to an eligible veteran under this 
subsection, the Administrator may make advances during the construction of the 
dwelling up to a maximum in advances of (A) the cost of the land plus (B) 80 
per centum of the value of the construction in place. 

“(3) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision re- 
quirements prescribed pursuant to subsection (a) of section 1804 of this title, 
and with respect to such dwellings may prescribe special minimum land planning 
and subdivision requirements which shall be in keeping with the general housing 
facilities in the locality but shall require that such dwellings meet minimum re- 
quirements of structural soundness and general acceptability. 

“(i) Without regard to any other provision of this chapter, the Administrator 
may take or cause to be taken such action as in his judgment may be necessary 
or appropriate for or in connection with the custody, management, protection, 
and realization or sale of investments under this section, may determine his 
necessary expenses and expenditures, and the manner in which the same shall 
be incurred, allowed and paid, may make such rules, regulations, and orders as 
he may deem necessary or appropriate for carrying out his functions under this 
section and sections 1823 and 1824 of this title and, except as otherwise expressly 
provided in this chapter, may employ, utilize, compensate, and, to the extent not 
inconsistent with his basic responsibilities under this chapter, delegate any of his 
functions under this section and sections 1823 and 1824 of this title to such 
persons and such corporate or other agencies, including agencies of the United 
States, as he may designate.” 

(b) The amendment made by this section shall not apply with respect to any 
loan where (1) a commitment by the Administrator to make a loan under such 
section 1811 was outstanding on July 25, 1960, or (2) funds to make such loan 
were being reserved on July 25, 1960, by the Administrator where a commitment 
fee had been paid to the Administrator under section 1811 with respect to a 
dwelling. 

Seo. 3. (a) (1) Chapter 37 of title 38, United States Code, is amended by add- 
ing at the end thereof the following: 


“§ 1824. Sale of debentures. 


“(a) For the purpose of carrying out section 1811 of this title after July 25, 
1960, the Administrator shall issue, and sell to the public, debentures having 
maturities of not less than ten nor more than thirty years, and bearing such 
rate or rates of interest, not less than 4%4 per centum per annum, as the Adminis- 
trator may determine. Not in excess of $5,000,000,000 principal value of such de- 
bentures may be sold in any one fiscal year, but within such limitation the Admin- 
istrator shall endeavor to meet the demand for loans by veterans authorized to 
receive loans pursuant to section 1811 of this title. Debentures issued under this 
section shall be guaranteed by the Government of the United States as to pay- 
ment of principal and interest. The Secretary of the Treasury may invest and 
reinvest not to exceed 25 percent of the National Service Life Insurance Fund 
in debentures issued under this section. 

“(b) The proceeds from the sale of debentures under this section, together 
with the fees charged veterans under the second sentence of section 1811(¢) (1) 
of this title, the commitment fees charged builders or sponsors under section 
1811(h) (1) of this title, all payments received of principal and interest, and the 
proceeds from the sale of, and other proceeds arising out of operations involving, 
loans made after July 25, 1960, pu-‘suant to section 1811 of this title, shall be 
deposited in a special account in the Treasury of the United States, and shall 
be available for all expenses arising out of operations pursuant to this section 
and section 1811 of this title arising out of loans made after July 25, 1960, and 
the issue, sale, and retirement of debentures. 

“(c) Where the law of any State regulating the investment of trust or other 
funds imposes restrictions upon the uses which may be made of such funds 
(such as requiring that such funds be spent in such State) the Administrator 
shall comply with such State law in making loans out of the proceeds of the 
investment of funds covered by such State law.” 
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(2) The analysis of such chapter 37 is amended by adding at the end thereof 
the following: 
“1824. Sale of debentures.” 

(b) Effective July 25, 1960, section 1823 of title 38, United States Code, is 
amended as follows: 

(1) The last sentence of subsection (a) is amended by striking out “the last 
day on which the Administrator may make loans under section 1811 of this title, 
he” and inserting in lieu thereof “July 25, 1960, the Administrator”. 

(2) The first sentence of subsection (c) is amended by striking out “, as 
authorized by law to effectuate the purposes and functions authorized in section 
1811 of this title,”. 

(3) The second sentence of subsection (c) is amended to read as follows: 
“Such sums, together with all receipts under this section and section 1811 of this 
title arising out of loans or commitments for loans made before July 25, 1960, 
shall be deposited with the Treasurer of the United States, in a special deposit 
account, and shall be available, respectively, for disbursement on account of loans 
and commitments for loans pursuant to section 1811 of this title before July 25, 


1960.” 


(H.R. 10381, 86th Cong., 2d sess. ] 

A BILL To extend the veterans’ home loan program to February 1, 1965; to provide for 
direct loans to veterans in areas where housing credit is otherwise not generally avail- 
able ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 1803(a) of title 38, United 
States Code, is amended to read as follows: 

“(a)(1) Any loan made to a World War II or Korean conflict veteran, if 
made before February 1, 1965, for any of the purposes, and in compliance with 
the provisions, specified in this chapter, is automatically guaranteed by the 
United States in an amount not more than 60 per centum of the loan if the loan 
is made for any of the purposes specified in section 1810 of this title, and not more 
than 50 per centum of the loan if the loan is for any of the purposes specified 
in section 1812, 1813, or 1814 of this title. 

“(2) If a loan report or an application for loan guaranty relating to a loan 
under this chapter to a veteran has been received by the Administrator before 
February 1, 1965, such loan may be guaranteed or insured under the provisions 
of this chapter before February 1, 1966.” 

(b) Section 1814(b) of title 38, United States Code, is amended (1) by striking 
out paragraph (3); (2) by striking out “; and” at the end of paragraph (2) and 
inserting a period; and (3) by inserting “and” after the seniicolon at the end 
of paragraph (1). 

Sec. 2. (a) Effective July 25, 1960, section 1811 of title 38, United States 
Code, is amended to read as follows: 


“$1811. Direct loans to veterans 

“(a) Whenever the Administrator finds that private capital is not generally 
available in any area (urban or rural) for the financing of loans guaranteed under 
section 1810 of this title, he shall designate such area as a ‘housing credit short- 
age area’. He shall make, or enter into commitments to make, to any veteran 
eligible under this title, a loan for any or ali of the purposes listed in section 
1810(a) of this title in such area. 

“(b) No loan may be made under this section to a veteran unless he shows 
to the satisfaction of the Administrator that— 

“(1) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized 
for guaranteed home loans, a loan for such purpose for which he is quali- 
fied under section 1810 of this title; and 

“(2) he is unable to obtain a loan for such purpose from the Secretary of 
Agriculture under sections 1000-1029 of title 7 or under sections 1471-1483 
of title 42. 

“(e)(1) Loans made under this section shall bear interest at a rate determined 
by the Administrator, not to exceed the rate authorized for guaranteed home 
loans, and shall be subject to such requirements or limitations prescribed for 
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loans guaranteed under this title as may be applicable. In addition, the 
Administrator shall charge each veteran a fee not exceeding 1 per centum 
of the loan amount. Such fee may be deducted from the loan when made by the 
Administrator, and shall be charged for the purpose of establishing a reserve 
for the payment of losses arising out of operations under this section after July 
25, 1960. 

“(2) The original principal amount of any loan made under this section 
shall not exceed an amount which bears the same ratio to $17,500 as the 
amount of guaranty to which the veteran is entitled under section 1810 of this 
title at the time the loan is made bears to $7,500; and the guaranty entitlement 
of any veteran who heretofore or hereafter has been granted a loan under 
this section shall be charged with an amount which bears the same ratio to 
$7,500 as the amount of the loan bears to $17,500. 

“(3) No veteran may obtain loans under this section aggregating more than 
$17,500. 

“(d) Loans made under this section shall be repaid in monthly installments, 
except that in the case of any such loan made for any of the purposes described 
in paragraphs (2), (8), or (4) of section 1810(a) of this title, the Administrator 
may provide that such loan shall be repaid in quarterly, semiannual, or annual 
installments, 

“(e) In connection with any loan under this section, the Administrator may 
make advances in cash to pay taxes and assessments on the real estate, to 
provide for repairs, alterations, and improvements, and to meet the incidental 
expenses incident to origination of loans made under this section, which ex- 
penses, or a reasonable flat allowance in lieu thereof, shall be paid by the 
veteran in addition to the loan closing costs, 

“(f) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at 
a price not less than par; that is, the unpaid balance plus accrued interest, 
and shall guarantee any loan thus sold subject to the same conditions, terms, 
and limitations which would be applicable were the loan guaranteed under 
section 1810 of this title. 

“(g) No loan may be made under this section after January 31, 1965, except 
pursuant to commitments issued by the Administrator before that date. 

“(h) (1) If any builder or sponsor proposes to construct one or more dwellings 
in a housing credit shortage area, the Administrator may enter into commitment 
with such builder or sponsor, under which, in accordance with sound mortgage 
underwriting practice, sufficient funds will be reserved for a period not in excess 
of nine months, or such longer period as the Administrator may authorize to 
meet the needs in any particular case, for the purpose of making loans to 
veterans to purchase such dwellings. Such commitment may not be assigned or 
transferred except with the written approval of the Administrator. The Ad- 
ministrator shall not enter into any such commitment unless such builder or 
sponsor pays a nonrefundable commitment fee to the Administrator in an amount 
determined by the Administrator, not to exceed 2 per centum of the funds 
reserved for such builder or sponsor. 

(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection has been sold, or contracted to 
be sold, to a veteran eligible for a direct loan under this section, the Ad- 
ministrator shall enter into a commitment to make the veteran a loan for the 
purchase of such dwelling. With respect to any loan made to an eligible veteran 
under this subsection, the Administrator may make advances during the con- 
struction of the dwelling up to a maximum in advances of (A) the cost of the 
land plus (B) 80 per centum of the value of the construction in place. 

“(3) The Administrator may exempt dwellings constructed through assist- 
ance provided by this subsection from the minimum land planning and sub- 
division requirements prescribed pursuant to subsection (a) of section 1804 of 
this title, and with respect to such dwellings may prescribe special minimum 
land planning and subdivision requirements which shall be in keeping with the 
general housing facilities in the locality but shall require that such dwellings 
meet minimum requirements of structural soundness and general acceptability. 

“(i) Without regard to any other provision of this chapter, the Administrator 
may take or cause to be taken such action as in his judgment may be necessary 
or appropriate for or in connection with the custody, management, protection, 
and realization or sale of investments under this section, may determine his 
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necessary expenses and expenditures, and the manner in which the same shall 
be incurred, allowed and paid, may make such rules, regulations, and orders 
as he may deem necessary or appropriate for carrying out his functions under 
this section and sections 1823 and 1824 of this title and, except as otherwise 
expressly provided in this chapter, may employ, utilize, compensate, and, to the 
extent not inconsistent with his basic responsibilities under this chapter, delegate 
any of his functions under this section and sections 1828 and 1824 of this title to 
such persons and such corporate or other agencies, including agencies of the 
United States, as he may designate.” 

(b) The amendment made by this section shall not apply with respect to any 
loan where (1) a commitment by the Administrator to make a loan under such 
section 1811 was outstanding on July 25, 1960, or (2) funds to make such loan 
were being reserved on July 25, 1960, by the Administrator where a commitment 
fee had been paid to the Administrator under section 1811 with respect to a 
dwelling. 

Sec. 3. (a) (1) Chapter 37 of title 38, United States Code, is amended by adding 
at the end thereof the following: 


“$1824. Sale of debentures 


“(a) For the purpose of carrying out section 1811 of this title after July 25, 
1960, the Administrator shall issue, and sell to the public, debentures having 
maturities of not less than ten nor more than thirty years, and bearing such 
rate or rates of interest, not less than 414 per centum per annum, as the Admin- 
istrator may determine. Not in excess of $5,000,000,000 principal value of such 
debentures may be sold in any one fiscal year, but within such limitation the 
Administrator shall endeavor te meet the demand for loans by veterans author- 
ized to receive loans pursuant to section 1811 of this title. Debentures issued 
under this section shall be guaranteed by the Government of the United States 
as to payment of principal and interest. The Secretary of the Treasury may 
invest and reinvest not to exceed 25 percent of the National Service Life Insur- 
ance Fund in debentures issued under this section. 

“(b) The proceeds from the sale of debentures under this section, together 
with the fees charged veterans under the second sentence of section 1811(c¢) (1) 
of this title, the commitment fees charged builders or sponsors under section 
1811(h)(1) of this title, all payments received of principal and interest, and 
the proceeds from the sale of, and other proceeds arising out of operations 
involving, loans made after July 25, 1960, pursuant to section 1811 of this title, 
Shall be deposited in a special account in the Treasury of the United States, 
and shall be available for all expenses arising out of operations pursuant to 
this section and section 1811 of this title arising out of loans made after July 25, 
1960, and the issue, sale, and retirement of debentures. 

“(e) Where the law of any State regulating the investment of trust or other 
funds imposes restrictions upon the uses which may be made-of such funds 
(such as requiring that such funds be spent in such State) the Administrator 
shall comply with such State law in making loans out of the proceeds of the 
investment of funds covered by such State law.” 

(2) The analysis of such chapter 37 is amended by adding at the end thereof 
the following: 


“1824. Sale of debentures.” 


(b) Effective July 25, 1960, section 1823 of title 38, United States Code, is 
amended as follows: 

(1) The last sentence of subsection (a) is amended by striking out “the last 
day on which the Administrator may make loans under section 1811 of this title, 
he” and inserting in lieu thereof “July 25, 1960, the Administrator”. 

(2) The first sentence of subsection (c) is amended by striking out “, as 
authorized by law to effectuate the purposes and functions authorized in section 
1811 of this title,”. 

(3) The second sentence of subsection (c) is amended to read as follows: 
“Such sums, together with all receipts under this section and section 1811 of 
this title arising out of loans or commitments for loans made before July 25, 
1960, shall be deposited with the Treasurer of the United States, in a special 
deposit account, and shall be available, respectively, for disbursement on account 


of loans and commitments for loans pursuant to section 1811 of this title before 
July 25, 1960.” 
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[H.R. 10404, 86th Cong., 2d sess.] 

A BILL To extend the veterans’ home loan program to February 1, 1965; to provide for 
direct loans to veterans in areas where housing credit is otherwise not generally avail- 
able; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 1803(a) of title 38, United 
States Code, is amended to read as follows: 

“(a) (1) Any loan made to a World War II or Korean conflict veteran, if 
made before February 1, 1965, for any of the purposes, and in compliance with 
the provisions, specified in this chapter, is automatically guaranteed by the 
United States in an amount not more than 60 per centum of the loan if the 
loan is made for any of the purposes specified in section 1810 of this title, and 
not more than 50 per centum of the loan if the loan is for any of the purposes 
specified in section 1812, 1813, or 1814 of this title. 

“(2) If a loan report or an application for loan guaranty relating to a loan 
under this chapter to a veteran has been received by the Administrator before 
February 1, 1965, such loan may be guaranteed or insured under the provisions 
of this chapter before February 1, 1966.” 

(b) Section 1814(b) of title 38, United States Code, is amended (1) by 
striking out paragraph (3); (2) by striking out “; and” at the end of para- 
graph (2) and inserting a period; and (3) by inserting “and” after the semi- 
colon at the end of paragraph (1). 

Sec. 2. (a) Effective July 25, 1960, section 1811 of title 38, United States 
Code, is amended to read as follows: 


“$1811. Direct loans to veterans 

“(a) Whenever the Administrator finds that private capital is not generally 
available in any area (urban or rural) for the financing of loans guaranteed 
under section 1810 of this title, he shall designate such area as a ‘housing credit 
shortage area’. He shall make, or enter into commitments to make, to any 
veteran eligible under this title, a loan for any or all of the purposes listed in 
section 1810(a) of this title in such area. 

“(b) No loan may be made under this section to a veteran unless he shows 
to the satisfaction of the Administrator that— 

“(1) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purpose for which he is qualified 
under section 1810 of this title; and 

(2) he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under sections 1000-1029 of title 7 or under sections 1471-— 
1483 of title 42. 

“(e¢) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. In addition, the 
Administrator shall charge each veteran a fee not exceeding 1 per centum of 
the loan amount. Such fee may be deducted from the loan when made by the 
Administrator, and shall be charged for the purpose of establishing a reserve 
for the payment of losses arising out of operations under this section after 
July 25, 1960. 

“(2) The original principal amount of any loan made under this section 
shall not exceed an amount which bears the same ratio to $17,500 as the amount 
of guaranty to which the veteran is entitled under section 1810 of this title 
at the time the loan is made bears to $7,500; and the guaranty entitlement of 
any veteran who heretofore or hereafter has been granted a loan under this 
section shall be charged with an amount which bears the same ratio to $7,500 as 
the amount of the loan bears to $17,500. 
pa ¢ AA No veteran may obtain loans under this section aggregating more than 

“(d) Loans made under this section shall be repaid in monthly installments, 
except that in the case of any such loan made for any of the purposes de- 
scribed in paragraphs (2), (3), or (4) of section 1810(a) of this title, the 
Administrator may provide that such loan shall be repaid in quarterly, semi- 
annual, or annual installments. 

“(e) In connection with any loan under this section, the Administrator may 
make advances in cash to pay taxes and asessments on the real estate, to pro- 
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vide for repairs, alterations, and improvements, and to meet the incidental 
expenses incident to origination of loans made under this section, which ex- 
penses, or a reasonable flat allowance in lieu thereof, shall be paid by the 
veteran in addition to the loan closing costs. 

“(f) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at 
a price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
1810 of this title. 

“(g) No loan may be made under this section after January 31, 1965, except 
pursuant to commitments issued by the Administrator before that date. 

“(h) (1) If any builder or sponsor proposes to construct one or more dwellings 
in a housing credit shortage area, the Administrator may enter into commitment 
with such builder or sponsor, under which, in accordance with sound mortgage 
underwriting practice, sufficient funds will be reserved for a period not in 
excess of nine months, or such longer period as the Administrator may authorize 
to meet the needs in any particular case, for the purpose of making loans to 
veterans to purchase such dwellings. Such commitment may not be assigned 
or transferred except with the written approval of the Administrator. The 
Administrator shall not enter into any such commitment unless such builder 

‘or sponsor pays a nonrefundable commitment fee to the Administrator in an 
amount determined by the Administrator, not to exceed 2 per centum of the 
funds reserved for such builder or sponsor. 

““(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection has been sold, or contracted to 
be sold, to a veteran eligible for a direct loan under this section, the Administra- 
tor shall enter into a commitment to make the veteran a loan for the purchase 
of such dwelling. With respect to any loan made to an eligible veteran under 
this subsection, the Administrator may make advances during the construction 
of the dwelling up to a maximum in advances of (A) the cost of the land plus 
(B) 80 per centum of the value of the construction in place. 

“(3) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision re- 
quirements prescribed pursuant to subsection (a) of section 1804 of this title, 
and with respect to such dwellings may prescribe special minimum land plan- 
ning and subdivision requirements which shall be in keeping with the general 
housing facilities in the locality but shall require that such dwellings meet mini- 
mum requirements of structural soundness and general acceptability. 

“(j) Without regard to any other provision of this chapter, the Administrator 
may take or cause to be taken such action as in his judgment may be necessary 
or appropriate for or in connection with the custody, management, protection, 
and realization or sale of investments under this section, may determine his 
necessary expenses and expenditures, and the manner in which the same shall 
be incurred, allowed and paid, may make such rules, regulations, and orders 
as he may deem necessary or appropriate for carrying out his functions under 
this section and sections 1823 and 1824 of this title and, except as otherwise ex- 
pressly provided in this chapter, may employ, utilize, compensate, and, to the 
extent not inconsistent with his basic responsibilities under this chapter, dele- 
gate any of his functions under this section and sections 1823 and 1824 of this 
title to such persons and such corporate or other agencies, including agencies 
of the United States, as he may designate.” 

(b) The amendment made by this section shall not apply with respect to 
any loan where (1) a commitment by the Administrator to make a loan under 
such section 1811 was outstanding on July 25, 1960, or (2) funds to make such 
loan were being reserved on Jnly 25, 1960, by the Administrator where a com- 
mitment fee had been paid to the Administrator under section 1811 with respect 
to a dwelling. 

Sec. 3. (a) (1) Chapter 37 of title 38, United States Code, is amended by adding 
at the end thereof the following: 


“$1824. Sale of debentures 
“(a) For the purpose of carrying out section 1811 of this title after July 25, 
1960, the Administrator shall issue, and sell to the public, debentures having 


maturities of not less than ten nor more than thirty years, and bearing such 
rate or rates of interest, not less than 41% per centum per annum, as the Ad- 
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ministrator may determine. Not in excess of $5,000,000,000 principal value of 
such debentures may be sold in any one fiscal year, but within such limitation 
the Administrator shall endeavor to meet the demand for loans by veterans 
authorized to receive loans pursuant to section 1811 of this title. Debentures 
issued under this section shall be guaranteed by the Government of the United 
States as to payment of principal and interest. The Secretary of the Treasury 
may invest and reinvest not to exceed 25 percent of the National Service Life 
Insurance Fund in debentures issued under this section. 

“(b) The proceeds from the sale of debentures under this section, together 
with the fees charged veterans under the second sentence of section 1811(c) (1) 
of this title, the commitment fees charged builders or sponsors under section 
1811(h)(1) of this title, all payments received of principal and interest, and 
the proceeds from the sale of, and other proceeds arising out of operations in- 
volving, loans made after July 25, 1960, pursuant to section 1811 of this title, 
shall be deposited in a special account in the Treasury of the United States, 
and shall be available for all expenses arising out of operations pursuant to this 
section and section 1811 of this title arising out of loans made after July 25, 
1960, and the issue, sale, and retirement of debentures. 

“(c) Where the law of any State regulating the investment of trust or other 
funds imposes restrictions upon the uses which may be made of such funds (such 
as requiring that such funds be spent in such State) the Administrator shall 
comply with such State law in making loans out of the proceeds of the invest- 
ment of funds covered by such State law.” 

(2) The analysis of such chapter 37 is amended by adding at the end thereof 
the following: 

“1824. Sale of debentures.” 


(b) Effective July 25, 1960, section 1823 of title 38, United States Code, is 
amended as follows : 

(1) The last sentence of subsection (a) is amended by striking out “the last 
day on which the Administrator may make loans under section 1811 of this 
title, he” and inserting in lieu thereof “July 25, 1960, the Administrator”. 

(2) The first sentence of subsection (c) is amended by striking out “, as 
authorized by law to effectuate the purposes and functions authorized in section 
1811 of this title,”. 

(3) The second sentence of subsection (c) is amended to read as follows: 
“Such sums, together with all receipts under this section and section 1811 of 
this title arising out of loans or commitments for loans made before July 25, 
1960, shall be deposited with the Treasurer of the United States, in a special 
deposit account, and shall be available, respectively, for disbursement on account 
of loans and commitments for loans pursuant to section 1811 of this title 
before July 25, 1960.” 


[H.R. 10610, 86th Cong., 2d sess.] 


A BILL To amend title 38, United States Code, to provide for the payment of pensions to 
veterans of World War I 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “World War I 
Pension Act of 1960”. 

Sec. 2. Chapter 15 of title 38, United States Code, is amended by inserting 
immediately below section 512 thereof the following new section: 


“$513. Veterans of World War I 


“(a) The Administrator shall pay to each veteran of World War I who meets 
the service requirements of this section a pension at the monthly rate of $100. 

“(b) For the purposes of this section— 

“(1) The term ‘veteran’ means aa individual who served in the active military, 
naval, or air service and who was discharged or released therefrom under condi- 
tions other than dishonorable. 

“(2) The term ‘World War I’ (A) means the period beginning on April 6, 1917, 
and ending on November 11, 1918, (B) in the case of any veteran who served with 
the United States military forces in Russia, means the period beginning on April 
6, 1917, and ending on April 1, 1920, and (C) includes, in the case of any veteran, 
any period of service performed by him after November 11, 1918, and before July 


| 
i 


3312 VETERANS’ HOME LOAN PROGRAM 
2, 1921, if such veteran served in the active military, naval, or air service after 


April 5, 1917, and before November 12, 1918. 
“(c) Pension shall be paid to a veteran under this section without regard to 


his annual income, whether derived from payments of Social Security benefits, 
Railroad Retirement benefits, pensions, annuities, or otherwise. 


“(d) A veteran meets the service requirements of this section if he served in 


the active military, naval, or air service— 


“(1) for ninety days or more during World War 1; 
“(2) during World War I and was discharged or released from such 
service for a service-connected disability ; or 


“(3) for a period of ninety consecutive days or more and such period ended 
during World War I.” 


Sec. 3. The analysis of chapter 15 of title 38, United States Code, is amended 
by inserting immediately below 


“512. Spanish-American War Veterans.” 
the following: 
“513. Veterans of World War I.” 


(H.R. 11843, 86th Cong., 2d sess.] 


A BILL To napress the budget and accounting procedures of the loan guaranty program 
of the Veterans’ Administration by establishing a revolving fund 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That chapter 37 of title 38, United States Code, 
is amended by renumbering section 1824 as section 1825 and inserting a new 
section 1824 to read as follows: 


“$1824. Loan guaranty revolving fund 


“(a) There is hereby established in the Treasury of the United States a revolv- 
ing fund known as the Veterans’ Administration Loan Guaranty Revolving 
Fund (hereinafter called the Fund). 

“(b) The Fund shall be available to the Administrator when so provided in 
appropriation Acts and within such limitations as may be included in such Acts, 
without fiscal year limitation, for all loan guaranty and insurance operations 
under this chapter, except administrative expenses. 

“(c) There shall be deposited in the Fund (1) by transfer from current and 
future appropriations for readjustment benefits such amounts as may be neces- 
sary to supplement the Fund in order to meet the requirements of the Fund, 
and (2) all amounts now held or hereafter received by the Administrator incident 
to loan guaranty and insurance operations under this chapter, including but not 
limited to all collections of principal and interest and the proceeds from the use 
of property held or the sale of property disposed of. 

“(d) The Administrator shall determine annually whether there has developed 
in such Fund a surplus which, in his judgment, is more than necessary to meet 
the needs of the Fund, and such surplus, if any, shall immediately be trans- 
ferred into the general fund receipts of the Treasury.” 

Sec. 2. The analysis of chapter 37 of title 38, United States Code, is amended 
by deleting “1824. Waiver of discharge requirements for hospitalized persons.” 
and inserting in lieu thereof : 


“1824. Loan guaranty revolving fund. 
“1825. Waiver of discharge requirements for hospitalized persons.” 


Seo. 3. This Act shall become effective as of July 1 of the fiscal year next 
following the date of enactment. 


(H.R. 11858, 86th Cong., 2d sess. ] 


A BILL To extend the veterans’ home loan program to February 1, 1965; to provide for 
direct loans to veterans in areas where housing credit is otherwise not generally avail- 
able and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 1803(a) of title 38, United 
States Code, is amended to read as follows: 

“(a) (1) Any loan made to a World War II or Korean conflict veteran, if 
made before February 1, 1965, for any of the purposes, and in compliance with 
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the provisions, specified in this chapter, is automatically guaranteed by the 
United States in an amount not more than 60 per centum of the loan if the loan 
is made for any of the purposes specified in section 1810 of this title, and not 
more than 50 per centum of the loan if the loan is for any of the purposes specified 
in section 1812, 1813, or 1814 of this title. 

“(2) Ifa joan report or an application for loan guaranty relating to a loan 
under this chapter to a veteran has been received by the Administrator before 
February 1, 1965, such loan may be guaranteed or insured under the provisions 
of this chapter before February 1, 1966.” 

b) Section 1814(b) of title 38, United States Code, is amended (1) by 
striking out paragraph (3) ; (2) by striking out “; and” at the end of paragraph 
(2) and inserting a period: and (8) by inserting “and” after the semicolon at the 
end of paragraph (1). 

Sec. 2. (a) Effective July 25, 1960, section 1811 of title 38, United States Code, 


is amended to read as follows: 


“$1811. Direct loans to veterans. 

“(a) Whenever the Administrator finds that private capital is not generally 
available in any area (urban or rural) for the financing of loans guaranteed 
under section 1810 of this title, he shall designate such area as a ‘housing credit 
shortage area’. He shall make, or enter into commitments to make, to any 
veteran eligible under this title, a loan for any or all of the purposes listed in 
section 1810(a) of this title in such area. 

“(b) No loan may be made under this section to a veteran unless he shows 
to the satisfaction of the Administrator that— 

(1) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purpose for which he is qualified 
under section 1810 of this title; and 

“(2) he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under sections 1000-1029 of title 7 or under sections 1471-1483 
of title 42. 

“(e) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. In addition, the 
Administrator shall charge each veteran a fee not exceeding 1 per centum of 
the loan amount. Such fee may be deducted from the loan when made by the 
Administrator, and shall be charged for the purpose of establishing a reserve 
for the payment of losses arising out of operations under this section after 
July 25, 1960. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $17,500 as the amount of 
guaranty to which the veteran is entitled under section 1810 of this title at the 
time the loan is made bears to $7,500; and the guaranty entitlement of any 
veteran who heretofore or hereafter has been granted a loan under this section 
shall be charged with an amount which bears the same ratio to $7,500 as the 
amount of the loan bears to $17,500. 

“(3) No veteran may obtain loans under this section aggregating more 
than $17,500. 

“(d) Loans made under this section shall be repaid in monthly installments, 
except that in the case of any such loan made for any of the purposes described 
in paragraphs (2), (3), or (4) of section 1810(a) of this title, the Administrator 
may provide that such loan shall be repaid in quarterly, semiannual, or annual 
installments. 

“(e) In connection with any loan under this section, the Administrator may 
make advances in cash to pay taxes and assessments on the real estate, to provide 
for repairs, alterations, and imprevements, and to meet the incidental expenses 
incident to origination of loans made under this section, which expenses, or a 
reasonable flat allowance in lieu thereof, shall be paid by the veteran in addition 
to the loan closing costs. 

“(f) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section 
at a price not less than par ; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
1810 of this title. 
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“(g) No loan may be made under this section after January 31, 1965, except 
pursuant to commitments issued by the Administrator before that date. 

“(h) (1) If any builder or sponsor proposes to construct one or more dwellings 
in a housing credit shortage area, the Administrator may enter into commit- 
ment with such builder or sponsor, under which, in accordance with sound 
mortgage underwriting practice, sufficient funds will be reserved for a period 
not in excess of nine months, or such longer period as the Administrator may 
authorize to meet the needs in any particular case, for the purpose of making 
loans to veterans to purchase such dwellings. Such commitment may not be 
assigned or transferred except with the written approval of the Administrator. 
The Administrator shall not enter into any such commitment unless such builder 

sponsor pays a nonrefundable commitment fee to the Administrator in an 
amount determined by the Administrator, not to exceed 2 per centum of the funds 
reserved for such builder or sponsor. 

“(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection has been sold, or contracted to 
be sold, to a veteran eligible for a direct loan under this section, the Adminis- 
trator shall enter into a commitment to make the veteran a loan for the pur- 
chase of such dwelling. With respect to any loan made to an eligible veteran 
under this subsection, the Administrator may make advances during the con- 
struction of the dwelling up to a maximum in advance of (A) the cost of the 
land plus (B) 80 per centum of the value of the construction in place. 

“(3) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision 
requirements prescribed pursuant to subsection (a) of section 1804 of this title, 
and with respect to such dwellings may prescribe special minimum land planning 
and subdivision requirements which shall be in keeping with the general housing 
facilities in the locality but shall require that such dwellings meet minimum 
requrements of structural soundness and general acceptability. 

“(i) Without regard to any other provision of this chapter, the Administrator 
may take or cause to be taken such action as in his judgment may be necessary 
or appropriate for or in connection with the custody, management, protection, 
and realization or sale of investments under this section, may determine his 
necessary expenses and expenditures, and the manner in which the same shall 
be incurred, allowed and paid, may make such rules, regulations, and orders 
as he may deem necessary or appropriate for carrying out his functions under 
this section and sections 1823 and 1824 of this title and, except as otherwise 
expressly provided in this chapter, may employ, utilize, compensate, and, to 
the extent not inconsistent with his basic responsibilities under this chapter, 
delegate any of his functions under this section and sections 1823 and 1824 
of this title to such persons and such corporate or other agencies, including 
agencies of the United States, as he may designate.” 

(b) The amendment made by this section shall not apply with respect to 
any loan where (1) a commitment by the Administrator to make a loan under 
such section 1811 was outstanding on July 25, 1960, or (2) funds to make such 
loan were being reserved on July 25, 1960, by the Administrator where a com- 
mitment fee had been paid to the Administrator under section 1811 with respect 
toa dwelling. 

Sec. 3. (a) (1) Chapter 37 of title 38, United States Code, is amended by 
adding at the end thereof the following : 


“§ 1824. Sale of debentures. 


“(a) For the purpose of carrying out section 1811 of this title after July 
25, 1960, the Administrator shall issue, and sell to the public, debentures having 
maturities of not less than ten nor more than thirty years, and bearing such 
rate or rates of interest, not less than 41% per centum per annum, as the 
Administrator may determine. Not in excess of $5,000,000,000 principal value 
of such debentures may be sold in any one fiscal year, but within such limitation 
the Administrator shall endeavor to meet the demand for loans by veterans 
authorized to receive loans pursuant to section 1811 of this title. Debentures 
issued under this section shall be guaranteed by the Government of the United 
States as to payment of principal and interest. The Secretary of the Treasury 
may invest and reinvest not to exceed 25 percent of the National Service Life 
Insurance Fund in debentures issued under this section. 

“(b) The proceeds from the sale of debentures under this section, together 
with the fees charged veterans under the second sentence of section 1811(c) (1) 
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of this title, the commitment fees charged builders or sponsors under section 
1811(h) (1) of this title, all payments received of principal and interest, and the 
proceeds from the sale of, and other proceeds arising out of operations involving, 
loans made after July 25, 1960, pursuant to section 1811 of this title, shall be 
deposited in a special account in the Treasury of the United States, and shall 
be available for all expenses arising out of operations pursuant to this section 
and section 1811 of this title arising out of loans made after July 25, 1960, and 
the issue, sale, and retirement of debentures. 

“(c) Where the law of any State regulating the investment of trust or other 
funds imposes restrictions upon the uses which may be made of such funds 
(such as requiring that such funds be spent in such State) the Administrator 
shall comply with such State law in making. loans out of the proceeds of the 
investment of funds covered by such State law.” 

(2) The analysis of such chapter 37 is amended by adding at the end thereof 
the following: 

“1824. Sale of debentures.” 

(b) ‘Effeetive July 25, 1960, section 1823 of title 38, United States Code, is 
amended as follows: 

(1) The last sentence of subsection (a) is amended by striking out “the last 
day on which the Administrator may make loans under section 1811 of this title, 
he” and inserting in lieu thereof “July 25, 1960, the Administrator”. 

(2) The first sentence of subsection (c) is amended by striking out “, as 
authorized by law to effectuate the purposes and functions authorized in section 
1811 of this title,”. 

(3) The second sentence of subsection (c) is amended to read as follows: 
“Such sums, together with all receipts under this section and section 1811 of this 
title arising out of loans or commitments for loans made before July 25, 1960, 
shall be deposited with the Treasurer of the United States, in a special deposit 
account, and shall be available, respectively, for disbursement on account of 
loans and commitments for loans pursuant to section 1811 of this title before 
July 25, 1960.” 


[H.R. 11988, 86th Cong., 2d sess. ] 


A BILL To extend the veterans’ home loan program to February 1, 1965; to provide for 
direct loans to veterans in areas where housing credit is otherwise not generally avail- 
able; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 1803(a) of title 38, United 
States Code, is amended to read as follows: 

“(a) (1) Any loan made to a World War II or Korean conflict veteran, if 
made before February 1, 1965, for any of the purposes, and in compliance with 
the provisions, specified in this chapter, it automatically guaranteed by the 
United States in an amount not more than 60 per centum of the loan if the 
loan is made for any of the purposes specified in section 1810 of this title, 
and not more than 50 per centum of the loan if the loan is for any of the pur- 
poses specified in section 1812, 1813, or 1814 of this title. 

“(2) If a loan report or an application for loan guaranty relating to a loan 
under this chapter to a veteran has been received by the Administrator before 
February 1, 1965, such loan may be guaranteed or insured under the provisions 
of this chapter before February 1, 1966.” 

(b) Section 1814(b) of title 38, United States Code is amended (1) by strik- 
ing out paragraph (3); (2) by striking out “; and” at the end of paragraph 
(2) and inserting a period; and (3) by inserting “and” after the semicolon at 
the end of paragraph (1). 

Seo. 2. (a) Effective July 25, 1960, section 1811 of title 38, United States 
Code is amended to read as follows: 


“$1811. Direct loans to veterans 

“(a) Whenever the Administrator finds that private capital is not generally 
available in any area (urban or rural) for the financing of loans guaranteed 
under section 1810 of this title, he shall designate such area as a ‘housing 
credit shortage area’. He shall make, or enter into commitments to make, to 
any veteran eligible under this title, a loan for any or all of the purposes listed 
in section 1810(a) of this title in such area. 
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“(b) No loan may be made under this section to a veteran unless he shows 
to the satisfaction of the Administrator that— 

(1) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purpose for which he is qualified 
under section 1810 of this title; and 

“(2) he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under sections 1000-1029 of title 7 or under sections 1471- 
1483 of title 42. 

“(e) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations pre- 
scribed for loans guaranteed under this title as may be applicable. In addi- 
tion, the Administrator shall charge each veteran a fee not exceeding 1 per 
centum of the loan amount. Such fee may be deducted from the loan when 
made by the Administrator, and shall be charged for the purpose of establishing 
a reserve for the payment of losses arising out of operations under this section 
after July 25, 1960. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $17,500 as the amount of 
guaranty to which the veteran is entitled under section 1810 of this title at 
the time the loan is made bears to $7,500; and the guaranty entitlement of any 
veteran who heretofore or hereafter has been granted a loan under this section 
shall be charged with an amount which bears the same ratio to $7,500 as the 
amount of the loan bears to $17,500. 
$ “(3) No veteran may obtain loans under this section aggregating more than 

17,500. 

“(d) Loans made under this section shall be repaid in monthly installments, 
except that in the case of any such loan made for any of the purposes described 
in paragraphs (2), (3), or (4) of section 1810(a) of this title, the Adminis- 
trator may provide that such loan shall be repaid in quarterly, semiannual, 
or annual installments. 

“(e) In connection with any loan under this section, the Administrator may 
make advances in cash to pay taxes and assessments on the real estate, to pro- 
vide for repairs, alterations, and improvements, and to meet the incidental 
expenses incident to origination of loans made under this section, which ex- 
penses, or a reasonable flat allowance in lieu thereof, shall be paid by the 
veteran in addition to the loan closing costs. 

“(f) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at a 
price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
1810 of this title. 

“(g) No loan may be made under this section after January 31, 1965, except 
pursuant to commitments issued by the Administrator before that date. 

“(h)(1) If any builder or sponsor proposes to construct one or more dwell- 
ings in a housing credit shortage area, the Administrator may enter into com- 
mitment with such builder or sponsor, under which, in accordance with sound 
mortgage underwriting practice, sufficient funds will be reserved for a period 
not in excess of nine months, or such longer period as the Administrator may 
authorize to meet the needs in any particular case, for the purpose of making 
loans to veterans to purchase such dwellings. Such commitment may not be 
assigned or transferred except with the written approval of the Administrator. 
The Administrator shall not enter into any such commitment unless such 
builder or sponsor pays a nonrefundable commitment fee to the Administrator 
in an amount determined by the Administrator, not to exceed 2 per centum of 
the funds reserved for such builder or sponsor. 

“(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection has been sold, or contracted to 
be sold, to a veteran eligible for a direct loan under this section, the Administrator 
shall enter into a commitment to make the veteran a loan for the purchase of 
such dwelling. With respect to any loan made to an eligible veteran under this 
subsection, the Administrator may make advances during the construction of 
the dwelling up to a maximum in advances of (A) the cost of the land plus (B) 
80 per centum of the value of the construction in place. 
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“(3) The Administrator may exempt dwellings constructed through assistance 
provided by this subsection from the minimum land planning and subdivision 
requirements prescribed pursuant to subsection (a) of section 1804 of this title, 
and with respect to such dwellings may prescribe special minimum land planning 
and subdivision requirements which shall be in keeping with the general housing 
facilities in the locality but shall require that such dwellings meet minimum 
requirements of structural soundness and general acceptability. 

“(i) Without regard to any other provision of this chapter, the Administrator 
may take or cause to be taken such action as in his judgment may be necessary 
or appropriate for or in connection with the custody, management, protection, 
and realization or sale of investments under this section, may determine his 
necessary expenses and expenditures, and the manner in which the same shall 
be incurred, allowed and paid, may make such rules, regulations, and orders as 
he may deem necessary or appropriate for carrying out his functions under this 
section and sections 1823 and 1824 of this title and, except as otherwise expressly 
provided in this chapter, may employ, utilize, compensate, and, to the extent not 
inconsistent with his basic responsibilities under this chapter, delegate any of 
his functions under this section and sections 1823 and 1824 of this title to such 
persons and such corporate or other agencies, including agencies of the United 
States, as he may designate.” 

(b) The amendment made by this section shall not apply with etl to any 
loan where (1) a commitment by the Administrator to make a loan under such 
section 1811 was outstanding on July 25, 1960, or (2) funds to make such loan 
were being reserved on July 25, 1960, by the Administrator where a commitment 
fee had been paid to the Administrator under section 1811 with respect to a 
dwelling. 

Sec. 3. (a) (1) Chapter 37 of title 38, United States Code, is amended by 
adding at the end thereof the following: 


“$1824. Sale of debentures 

“(a) For the purpose of carrying out section 1811 of this title after July 25, 
1960, the Administrator shall issue, and sell to the public, debentures having 
matruities of not less than ten nor more than thirty years, and bearing such 
rate or rates of interest, not less than 4% per centum per annum, as the Admin- 
istrator may determine. Not in excess of $5,000,000,000 principal value of such 
debentures may be sold in any one fiscal year, but within such limitation the 
Administrator shall endeavor to meet the demand for loans by veterans au- 
thorized to receive loans pursuant to section 1811 of this title. Debentures issued 
under this section shall be guaranteed by the Government of the United States 
as to payment of principal and interest. The Secretary of the Treasury may 
invest and reinvest not to exceed 25 percent of the National Service Life In- 
surance Fund in debentures issued under this section. 

“(b) The proceeds from the sale of the debentures under this section, together 
with the fees charged veterans under the second sentence of section 1811(¢) (1) 
of this title, the commitment fees charged builders or sponsors under section 
1811(h) (1) of this title, all payments received of principal and interest, and the 
proceeds from the sale of, and other proceeds arising out of operations involving, 
loans made after July 25, 1960, pursuant to section 1811 of this title, shall be 
deposited in a special account in the Treasury of the United States, and shall 
be available for all expenses arising out of operations pursuant to this section 
and section 1811 of this title arising out of loans made after July 25, 1960, and 
the issue, sale, and retirement of debentures. 

“(c) Where the law of any State regulating the investment of trust or other 
funds imposes restrictions upon the uses which may be made of such funds (such 
as requiring that such funds be spent in such State) the Administrator shall 
comply with such State law in making loans out of the proceeds of the investment 
of funds covered by such State law.” 

(2) The analysis of such chapter 37 is amended by adding at the end thereof 
the following: 


“1824. Sale of debentures.” 

(b) Effective July 25, 1960, section 1823 of title 38, United States Code, is 
amended as follows: 

(1) The last sentence of subsection (a) is amended by striking out “the last 
day on which the Administrator may make loans under section 1811 of this title, 
he” and inserting in lieu thereof “July 25, 1960, the Administrator’. 


3318 VETERANS’ HOME LOAN PROGRAM 


(2) The first sentence of subsection (c) is amended by striking out “, as 
authorized by law to effectuate the purposes and functions authorized in section 
1811 of this title,”. 

(3) The second sentence of subsection (c) is amended to read as follows: 
“Such sums, together with all receipts under this section and section 1811 of 
this title arising out of loans or commitments for loans made before July 25, 
1960, shall be deposited with the Treasurer of the United States, in a special 
deposit account, and shall be available, respectively, for disbursement on account 
of loans and commitments for loans pursuant to section 1811 of this title before 
July 25, 1960.” 


{H.R. 12163, 86th Cong., 2d sess.] 


A BILL To amend chapter 37 of title 38, United States Code, to improve the effectiveness 
of the Veterans’ Administration loan guaranty program 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That chapter 37 of title 38, United States 
Code, is amended as follows: 

(1) In paragraph (1) of section 1803(c) strike out “; except that such rate 
shall in no event exceed 5% per centum per annum” and insert in lieu thereof 

-* but the rate of interest so prescribed by the Administrator shall not exceed 
at any time the rate of interest (exclusive of premium charges for insurance, 
and service charges if any), established by the Federal Housing Commissioner 
under section 203(b) (5) of the National Housing Act” ; 

(2) In section 1804(c) add the following at the end thereof: “Notwithstanding 
the foregoing requirements of this subsection, the provisions for certification by 
the veteran at the time he applies for the loan and at the time the loan is closed 
shall be considered to be satisfied if the Administrator finds that (1) in the 
case of a loan for repair, alteration, or improvement the veteran in fact did 
occupy the property at such times, or (2) in the case of a loan for construction 
or purchase the veteran intended to occupy the property as his home at such 
times and he did in fact so occupy it when, or within a reasonable time after, 
the loan was closed.” ; 

(3) In paragraph (2) of section 1811(j) insert the phrase “on terms which 
are reasonable” immediately following the word “loan”, 


[H.R. 12185, 86th Cong., 2d sess. ] 


A BILL To amend chapter 37 of title 38, United States Code, to improve the effectiveness 
of the Veterans’ Administraiton loan guaranty program 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That chapter 37 of title 38, United States 
Code, is amended as follows: 

(1) In paragraph (1) of section 1803(c) strike out “; except that such rate 
shall in no event exceed 5% per centum per annum” and insert in lieu thereof 
“but the rate of interest so prescribed by the Administrator shall not exceed 
at any time the rate of interest (exclusive of premium charges for insurance, 
and service charges if any), established by the Federal Housing Commissioner 
under section 203(b) (5) of the National Housing Act” ; 

(2) In section 1804(c) add the following at the end thereof: “Notwithstanding 
the foregoing requirements of this subsection, the provisions for certification by 
the veteran at the time he applies for the loan and at the time the loan is closed 
shall be considered to be satsified if the Administrator finds that (1) in the 
ease of a loan for repair, alteration, or improvement the veteran in fact dig 
occupy the property at such times, or (2) in the case of a loan for construction 
or purchase the veteran intended to occupy the property as his home at such 
times and he did in fact so occupy it when, or within a reasonable time after, 
the loan was closed.” ; 

(3) In paragraph (2) of section 1811(j) insert the phrase “on terms which 
are reasonable” immediately following the word “loan”. 
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[H.R. 12187, 86th Cong., 2d sess. ] 


A BILL To extend the veterans’ home loan program to February 1, 1965; to provide for 
direct loans to veterans in areas where housing credit is otherwise not generally avail- 
able ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 1803(a) of title 38, United 
States Code, is amended to read as follows: 

“(a) (1) Any loan made to a World War II or Korean conflict veteran, if 
made before February 1, 1965, for any of the purposes, and in compliance with 
the provisions, specified in this chapter, is automatically guaranteed by the 
United States in an amount not more than 60 per centum of the loan if the loan 
is made for any of the purposes specified in section 1810 of this title, and not 
more than 50 per centum of the loan if the loan is for any of the purposes 
specified in section 1812, 1813, or 1814 of this title. 

(2) If a loan report or an application for loan guaranty relating to a loan 
under this chapter to a veteran has been received by the administrator before 
February 1, 1965, such loan may be guaranteed or insured under the provisions 
of this chapter before Febrluary 1, 1966.” 

(b) Section 1814(b) of title 38, United States Code, is amended (1) by strik- 
ing out paragraph (3); (2) by striking out “; and” at the end of paragraph (2) 
and inserting a period; and (3) by inserting “and” after the semicolon at the 
end of paragraph (1). 

Sec. 2. (a) Effective July 25, 1960, section 1811 of title 38, United States Code, 
is amended to read as follows: 


“$1811. Direct loans to veterans 

“(a) Whenever the Administrator finds that private capital is not generally 
available in any area (urban or rural) for the financing of loans guaranteed 
under section 1810 of this title, he shall designate such area as a ‘housing credit 
shortage area’. He shall make, or enter into commitments to make, to any 
veteran eligible under this title a loan for any or all of the purposes listed in 
section 1810(a) of this title in such area. 

“(b) No loan may be made under this section to a veteran unless he shows to 
the satisfaction of the Administrator that— 

“(1) he is unable to obtain from a private lender in such housing credit 
shortage area, at an interest rate not in excess of the rate authorized for 
guaranteed home loans, a loan for such purpose for which he is qualified 
under section 1810 of this title ; and 

“(2) heis unable to obtain a loan for such purpose from the Secretary of 
Agriculture under sections 1000-1029 of title 7 or under sections 1471-1483 
of title 42. 

“(e) (1) Loans made under this section shall bear interest at a rate deter- 
mined by the Administrator, not to exceed the rate authorized for guaranteed 
home loans, and shall be subject to such requirements or limitations prescribed 
for loans guaranteed under this title as may be applicable. In addition, the 
Administrator shall charge each veteran a fee not exceeding 1 per centum of 
the loan amount. Such fee may be deducted from the loan when made by the 
Administrator, and shall be charged for the purpose of establishing a reserve 
for the payment of losses arising out of operations under this section after July 
25, 1960. 

“(2) The original principal amount of any loan made under this section shall 
not exceed an amount which bears the same ratio to $17,500 as the amount of 
guaranty to which the veteran is entitled under section 1810 of this title at the 
time the loan is made bears to $7,500; and the guaranty entitlement of any 
veteran who heretofore or hereafter has been granted a loan under this section 
shall be charged with an amount which bears the same ratio to $7,500 as the 
amount of the loan bears to $17,500. 

“(3) No veteran may obtain loans under this section aggregating more than 

17,500. 
, “(qd) Loans made under this section shall be repaid in monthly installments, 
except that in the case of any such loan made for any of the purposes described in 
paragraphs (2), (3), or (4) of section 1810(a) of this title, the Administrator 
may provide that such loan shall be repaid in quarterly, semiannual, or annual 
installments. 
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“(e) In connection with any loan under this section, the Administrator may 
make advances in cash to pay taxes and assessments on the real estate, to pro- 
vide for repairs, alterations, and improvements, and to meet the incidental 
expenses incident to origination of loans made under this section, which expenses, 
or a reasonable flat allowance in lieu thereof, shall be paid by the veteran in 
addition to the loan closing costs. 

“(f) The Administrator may sell, and shall offer for sale, to any person or 
entity approved for such purpose by him, any loan made under this section at 
a price not less than par; that is, the unpaid balance plus accrued interest, and 
shall guarantee any loan thus sold subject to the same conditions, terms, and 
limitations which would be applicable were the loan guaranteed under section 
1810 of this title. 4 

“(g) No loan may be made under this section after January 31, 1965, except 
pursuant to commitments issued by the Administrator before that date. 

“(h) (1) If any builder or sponsor proposes to construct one or more dwell- 
ings in a housing credit shortage area, the Administrator may enter into com- 
mitment with such builder or sponsor, under which, in accordance with sound 
mortgage underwriting practice, sufficient funds will be reserved for a period 
not in excess of nine months, or such longer period as the Administrator may 
authorize to meet the needs in any particular case, for the purpose of making 


‘loans to veterans to purchase such dwellings, Such commitment may not be 


assigned or transferred except with the written approval of the Administrator. 
The Administrator shall not enter into any such commitment unless such builder 
or sponsor pays a nonrefundable commitment fee to the Administrator in an 
amount determined by the Administrator, not to exceed 2 per centum of the 
funds reserved for such builder or sponsor. 

(2) Whenever the Administrator finds that a dwelling with respect to which 
funds are being reserved under this subsection has been sold, or contracted 
to be sold, to a veteran eligible for a direct loan under this section, the Admin- 
istrator shall enter into a commitment to make the veteran a loan for the 
purchase of such dwelling. With respect to any loan made to an eligible 
veteran under this subsection, the Administrator may make advances during 
the construction of the dwelling up to a maximum in advances of (A) the cost 
of the land plus (B) 80 per centum of the value of the construction in place. 

“(3) The Administrator may exempt dwellings constructed through assist- 
ance provided by this subsection from the minimum land planning and subdivi- 
sion requirements prescribed pursuant to subsection (a) of section 1804 of this 
title, and with respect to such dwellings may prescribe special minimum land 
planning and subdivision requirements which shall be in keeping with the general 
housing facilities in the locality but shall require that such dwellings meet 
minimum requirements of structural soundness and general acceptability. 

““(i) Without regard to any other provision of this chapter, the Administrator 
may take or cause to be taken such action as in his judgment may be necessary 
or appropriate for or in connection with the custody, management, protection, 
and realization or sale of investments under this section, may determine his 
necessary expenses and expenditures, and the manner in which the same shall 
be incurred, allowed and paid, may make such rules, regulations, and orders 
as he may deem necessary or appropriate for carrying out his functions under 
this section and sections 1823 and 1824 of this title and, except as otherwise 
expressly provided in this chapter, may employ, utilize, compensate, and, to 
the extent not inconsistent with his basic responsibilities under this chapter, 
delegate any of his functions under this section and sections 1823 and 1824 of 
this title to such persons and such corporate or other agencies, including agencies 
of the United States, as he may designate.” 

(b) The amendment made by this section shall not apply with respect to any 
loan where (1) a commitment by the Administrator to make a loan under such 
section 1811 was outstanding on July 25, 1960, or (2) funds to make such loan 
were being reserved on July 25, 1960, by the Administrator where a commit- 
ment fee had been paid to the Administrator under section 1811 with respect to 
a dwelling. 

Sec. 3. (a) (1) Chapter 37 of title 38, United States Code, is amended by adding 
at the end thereof the following : 


“§ 1824. Sale of debentures 

“(a) For the purpose of carrying out section 1811 of this title after July 25, 
1960, the Administrator shall issue, and sell to the public, debentures having 
maturities of not less than ten nor more than thirty years, and bearing such 
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rate or rates of interest, not less than 4%4 per centum per annum, as the Admin- 
istrator may determine. Not in excess of $5,000,000,000 principal value of such 
debentures may be sold in any one fiscal year, but within such limitation the 
Administrator shall endeavor to meet the demand for loans by veterans author- 
ized to receive loans pursuant to section 1811 of this title. Debentures issued 
under this section shall be guaranteed by the Government of the United States 
as to payment of principal and interest. The Secretary of the Treasury may 
invest and reinvest not to exceed 25 percent of the National Service Life Insur- 
ance Fund in debentures issued under this section. 

“(b) The proceeds from the sale of debentures under this section, together 
with the fees charged veterans under the second sentence of section 1811(c) (1) 
of this title, the commitment fees charged builders or sponsors under section 
1811(h) (1) of this title, all payments received of principal and interest, and 
the proceeds from the sale of, and other proceeds arising out of operations 
involving, loans made after July 25, 1960, pursuant to section 1811 of this title, 
shall be deposited in a special account in the Treasury of the United States, and 
shall be available for all expenses arising out of operations pursuant to this 
section and section 1811 of this title arising out of loans made after July 25, 
1960, and the issue, sale, and retirement of debentures. : 

“(c) Where the law of any State regulating the investment of trust or other 
funds imposes restrictions upon the uses which may be made of such funds 
(such as requiring that such funds be spent in such State) the Administrator 
shall comply with such State law in making loans out of the proceeds of the 
investment of funds covered by such State law.” 

(2) The analysis of such chapter 37 is amended by adding at the end thereof 
the following: 


“1824. Sale of debentures.” 

(b) Effective July 25, 1960, section 1823 of title 38, United States Code, is 
amended as follows: 

(1) The last sentence of subsection (a) is amended by striking out “the last 
day on which the Administrator may make loans under section 1811 of this 
title, he’ and inserting in lieu thereof “July 25, 1960, the Administrator”. 

(2) The first sentence of subsection (c) is amended by striking out “, as author- 
ized by law to effectuate the purposes and functions authorized in section 1811 
of this title,”’. 

(3) The second sentence of subsection (c) is amended to read as follows: “Such 
sums, together with all receipts under this section and section 1811 of this title 
arising out of loans or commitments for loans made before July 25, 1960, shall 
be deposited with the Treasurer of the United States, in a special deposit 
account, and shall be available, respectively, for disbursement on account of 
loans and commitments for loans pursuant to section 1811 of this title before 
July 25, 1960.” 

Mr. Nrx. The first witness to appear this morning is the Honorable 
Harris B. McDowell, Jr. 

I want to say, on behalf of the chairman of this committee, that his 
absence from this place at this time is entirely because of a matter 
that came up unexpectedly and that is of very great importance; and 
we expect him back in a very short time. 

I want to welcome the witness, not only because he is one of the 
outstanding Members of this House, but because he is proficient in 
the field on which he is guing to testify. 

We are happy to have him here; and we will be very happy to have 


him go ahea 


STATEMENT OF HON. HARRIS B. McDOWELL, JR., A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF DELAWARE 


Mr. McDoweu. Thank you very much, my distinguished colleague, 
Congressman Nix. It is a pleasure for me to be here with you this 
morning. 
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I appear today in support of veterans’ housing legislation which has 
been sponsored by » number of Members of the House of Representa- 
tives, including Chairman Olin E. Teague of the House Veterans’ 
Affairs Committee as H.R. 9601, and by myself as H.R. 10299, 

The bill which we have introduced makes substantial changes in the 
veterans’ housing program, and will, in fact, revitalize this program. 

This is a step which is long overdue. 

New legislation is necessary if the housing program is to produce 
the housing which isso badly needed by our veterans. 

At the present time, the program is becoming increasingly inopera- 
tive as a result of the hard-money policy of this administration, whieh, 
incidentally, is having a debilitating effect all up and down the line. 


Last year, for instance, the Congress raised the interest rate on vet- 
erans’ home loans from 434 percent to 514 percent, but this actually did 


very little to improve the supply of mortgage financing available for 
veterans’ home loans. 


This was primarily due to the fact that the rapid rise in interest 
rates resulting from the Government’s hard-money policy exceeded the 
increase in interest rates authorized by the Congress. 

The result was that very little additional mortgage financing became 
available from the well-intentioned efforts on the part of Congress. 

As a matter of fact, the veterans’ housing situation has grown pro- 
gressively worse, with high discounts being charged throughout the 
country in connection with loans to veterans. , - 

I find it shocking that these discounts range as high as 12 points and 
the interest yield to the lender has increased to rates of 6 percent or 
more. 

Interest rates being charged veterans are now so high that they, 
with the discounts, are in conflict with the usury laws of several States. 

Suits are pending in local courts to determine whether the high in- 
terest rates being charged, as well as the large discounts, are not in 
reality a violation of State usury laws. 

Everyone concerned with veterans’ housing has been highly grati- 
fied with the leadership and the contribution which has been made by 
the members of this committee under the able chairmanship of Con- 
gressman Teague. 

The veterans of my State of Delaware were not surprised when, as 
a result of a recent survey by this committee, the loan guarantee officers 
of the Veterans’ Administration in offices throughout the country 
estimated that if the current rate of money condition continues the 
Veterans’ Administration will make only about 150,000 home loans 
this year. VA officials estimated that if mortgage financing were 
available, with moderate or no discounts, the veterans’ home loan pro- 
gram would increase to 368,000 loans during 1960. 

Tf the bill under consideration here today is enacted into law, it will 
not be necessary to continue past its scheduled expiration date of July 
25, 1960, the present direct loan program which has depended on 
appropriations directly from the U.S. Treasury. This in itself will 
be a very real contribution to fiscal stability and progress. 

The self-financing features of the bill I have cosponsored would 
eliminate the necessity for Congress to appropriate any direct funds 
in the future. In the present fiscal year, Congress authorized an ap- 
propriation of $100 million. 
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This bill has a number of distinctive features which I think deserve 
specific notice. 

For instance, the Administrator of the Veterans’ Administration 
would be authorized to issue debentures for sale with maturity varying 
from 10 to 30 years at an interest rate of not less than 41% ercent. 
These debentures would then be offered for sale to the general public, 
Tr would be guaranteed both as to principal and interest by the U.S. 

yeasury, 

The funds obtained through the sale of these debentures would be 
utilized by the VA Administrator for veterans’ home loans. 

Builders or sponsors who receive & Commitment under this legisla- 
tion would be required to pay a 1-point fee for a fund commitment or 
fund reservation, and these funds would be deposited in a revolving 
fund to protect the Government from loss. 

In addition, this legislation provides that while the VA Adminis- 
trator may sell debentures at 414 percent, the interest rate for the 
veterans’ loans will remain the same as in the present program, that 
is, 544 percent. The Veterans’ Administration would have available 
the margin of three-fourths of 1 percent to offset administrative costs 
in placing and servicing the loans. 

Particularly meritorious, in my opinion, is the provision in the bill 
which would eliminate the present VA direct loan program and pro- 
vide, in its place, that any veteran anyplace in the United States 
who could not obtain private mortgage financing would be eligible for 
such financing through the Veterans’ Administration. 

I trust this subcommittee will act favorably on the pending legis- 
lation and report out my bill to the full committee, where, I feel sure, 
prompt action will be taken to report this bill so that a rule can be 
obtained and early action can be taken on the House floor in order 
that this measure will become law during this session of Congress. 

Mr. Chairman, I ask permission to include as a part of my testimony 
an article entitled “Building Picture Is Found Cloudy,” from the New 
York Times of Sunday, May 8, 1960. 

Mr. Nrx. It may be made a part of the record, along with the entire 
remarks that you have made. 

(The article referred to follows :) 


[From the Ne-y York Times, Sunday, May 8, 1960] 


BUILDING PrctuRE Is Founp CLoupY—SOFTNESS IN CONSTRUCTION Activity Is 
A FAactorR IN THE Economy’s WEAKNESS—HOovsSING STARTS FaLt—Stupy 
INDICATES INDUSTRY Is LIKELY To ANTICIPATE GENERAL RECESSIONS 


(By Richard Rutter) 


One of the key props under the Nation’s economy—construction—has proved to 
be surprisingly shaky so far this year. That, in turn, helps to explain why the 
much-anticipated big boom of 1960 just hasn’t materialized even though business 
conditions are generally good. 

New building last year climbed to a record of $54,258 million. This in itself 
was clear evidence that the country had more than recovered from the recession 
of 1957-58. As 1960 began, there was a widespread expectation that construc- 
tion activity would continue to set records month by month. But something went 
wrong. 

How much it went wrong is shown by a few telling statistics. 

In the first quarter of this year total construction outlays came to $10,854 
million. That was a drop of 2 percent from the 1959 level. Public building 
declined a notable 14 percent in the period. 
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New housing starts in the first quarter were at a seasonally adjusted rate of 
1,148,700 units a year, down 17 percent from the level of the 1959 period. 

In April, construction expenditures were at a seasonally adjusted rate of 
$52,400 million a year, off 2 percent from the level of March and 6 percent from 
that of a year ago. And, in March, there had been a 2-percent dip from the 
February figure. Both months went against the usual seasonal trend. 


HOUSING OUTLAYS DROP 


Last month spending for private residential building eased by 5 percent to 
a rate of $20 billion a year. This, too, was counter to the traditional seasonal 
pattern. 

It should be noted that the April construction figure is an estimate based on 
building contract awards made earlier. Actual new building may have varied 
somewhat from this advance estimate. In the early part of this year the Depart- 
ment of Commerce advance estimates were subsequently revised downward. 

Actual new construction, not adjusted for seasonal factors, reached a peak 
last August when the amount put in place was given a value of $5,265 million. 
It declined, though not steeply, every month thereafter during 1959. This steady 
drop at the time provoked no great alarm since construction activity usually is 
at its liveliest pace during the warm-weather months. 

Now the question arises: will building pick up in the late spring and summer 
this year? There are optimists on this score, particularly regarding a much- 
awaited spurt in homebuilding. They cannot draw much cheer, however, from 
the latest compilation of contract awards. These generally indicate the future 
course of construction. 

In March, according to F. W. Dodge Corp., building contracts came to $3,046,- 
345,000, or 9 percent less than in the 1959 month. Nonresidential building awards 
were actually 17 percent above the 1959 figure. There were decided gains in 
factories, schools, and public buildings; a minor increase in commercial build- 
ings. The big gap showed up in homebuilding where contracts were off 16 percent 
from the 1959 level. This pulled the construction figure down significantly. 

Homebuilding activity, in fact, has acted as a brake on overall construction for 
quite a while. In 1959, there were, in all, 1,350,000 new housing starts. But the 
pace of homebuilding began to taper off as long ago as last May. There was a 
rather baffling pickup in November and December followed by another slump 
extending into this spring. 


TWO FACTORS NOTED 


This softness in the homebuilding picture has been widely attributed to two 
factors. First, tight money—the highest interest rates in a generation last year 
and a drying up of mortgage funds. Second, bad weather—an unusually cold, 
a spring this year, which may well have put a damper on Various types of 

uilding. 

But there could be more than meets the statistics-reading eye to the lag in 
homebuilding. The Department of Commerce puts it this way in its latest survey 
of business conditions: 

“Fluctuations in housing demand have played an especially significant role 
in the course of economic activity over the postwar period. * * * 

“The swings have been somewhat greater for housing activity than for 
aggregate output. Although the cycles have differed, and the broad economic 
influences affecting the changes have altered substantially during the period, 
in each of the cycles residential construction reached a peak before that of 
total activity. 

DOWNTURNS ANTICIPATED 


“In the 1948-49 recession the difference was not marked, but in each of the 
subsequent upswings, residential led the way with vigorous advances, reaching 
a peak within about a year, well below the cyclical highs in the total activity. 
In each case, residential activity then declined appreciably while general busi- 
ness activity was still expanding.” 

In other words: homebuilding has a way of anticipating upturns or recessions 
in the overall economy. The soothsayers might ponder that historical phenome- 
non, especially in a period like the present, which is marked by crosscurrents 
in the business scene. 
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Washington already has taken cognizance of the homebuilding situation. A 
few days ago, for instance, the Federal Housing Administration reduced required 
minimum downpayments on houses it finances costing $15,000 and up. The cuts 
range from $50 to $500. The agency, in passing, noted that there had been 
some easing in mortgage money recently. The easing, it was said, began in 
February. 

Congress this session has been considering Democratic-sponsored housing 
legislation. The other week a $1-billion bill was passed by the House of 
Representatives, providing for Federal purchases of privately held mortgages. 
If and when it reaches the White House the bill is expected to provoke a 
Presidential veto. 

BUSINESS OUTLAY CITED 


The optimists about the nonresidential sector of construction, about 40 percent 
of all building, have one important basis for their confidence. It is the outlook 
for business spending on new plant and equipment this year. All forecasts agree 
there will be a major rise. 

In March, the Department of Commerce and the Securities and Exchange 
Commission in a joint survey found that industry planned to allocate $37 billion 
in 1960 for capital expenditures. If those plans jell, that will be a rise of 14 
percent above the $32,500 million spent last year and it will equal the record 
outlay in 1957. 

McGraw-Hill Publishing Co., also known for its projections of such spending, 
has put the 1960 figure at $37,900 million. A good part of that amount, McGraw- 
Hill believes, will go for modernization and replacement rather than expansion 
of ecapacity—but that would still involve much construction work. 

Still, this is May 1960 and the time is growing short for a resurgence of the 
construction boom this year. 

Mr. Nrx. Congressman McDowell, at one point in your statement you 
pointed out the distinctive features of the bill. Would you care to 
again, at this point, point those features out for the purpose of em- 

asis 

. Mr. McDowetu. Well, I think the self-financing feature of the 

roposal is the opportunity to not place additional burden upon the 
Fiscal policy of the Government, but rather to relieve it of these direct 
appropriations annually, which have heretofore supported the direct 
loan V A housing program. 

The evidence of the failure, I think, of a sufficient amount of money 
is clearly brought out in the testimony, in the difference between the 
estimated housing starts this year of 150,000, compared to the estimate 
of what they could be under such financing as is proposed in this leg- 
islation, that is, 368,000. 

I point out further that in the article I have submitted with my testi- 
mony, from the New York Times, in the financial section last Sunday, 
the indication of the writer there is that the housing industry is a 
weather vane to our whole national economy and our economic picture. 
And when the housing industry is in trouble, when it is suffering, 
when it is going backward, it might very well be an indication that our 
entire economy is beginning toslip. 

And so, therefore, I think that any measures which we can take at 
this time that would have the effect of bolstering the housing industry 
may be the very means to prevent another recession. 

Mr. Nix. Has the Veterans’ Administration expressed an opinion 
on this legislation ? 

Mr. McDowe tt. I have not had a report yet on my bill. I think 
there is a report with the committee, which, although I have not seen 
the report, I understand is not favorable. The Veterans’ Administra- 
tion does not favor this type of financing. 
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Mr. Nrx. In substance, his objection would amount to what? 

Mr. McDowett. As I say, Mr. Chairman, I have not seen the report, 
so I cannot quote accurately from it. 

Mr. Nrx. Let me ask you one other question. 

The entire situation arose, came to you, and demanded action, so far 
as you are concerned, because of investigations, reports, coming from 
various sections of the country, from veterans; is that correct ? 

Mr. McDowe tt. That is certainly true, Mr. Chairman; yes. 

Mr. Nrx. And the veterans’ organizations, in their interest in vet- 
erans and in their endeavor to alleviate conditions, made investiga- 
tions, and the results of these investigations were the reports that mo- 
tivated you in proposing this legislation. Is that right? 

Mr. McDowe tt. That is certainly true, Mr. Chairman, 

As a matter of fact, in my State, and I do represent a whole State, 
in two of our counties we had not direct loan program prior to last 
April. Before that, there were numerous, literally hundreds, of com- 

laints of individual veterans, as well as the veterans’ organizations, 
indicating that they felt they were being discriminated against be- 
cause they could not find private mortgage financing in that area. 
And they were not eligible for the regular veterans’ loan program. 

And finally our pleas were listened to, and a program was begun 
there last April, as I say. 

However, they only allocated $100,000 a quarter. That meant 
approximately only 10 loans could be granted in each quarter. 

Thad a report from the manager at the Baltimore office who handles 
that territory this last week, which indicated that he was again, as 
he has been practically at the half of each quarter, out of funds to 
allocate for any further loans in the area. 

It has meant that of the total applications in those two counties 
that were put under the direct loan program last April, the Admin- 
istrator has only been able to satisfy about 30 percent of the applica- 
tions filed, which normally would be processed. So it leaves approxi- 
mately 70 percent of the veterans in my State completely without any 
means of financing for their homes. 

Mr. Nrx. Thank you, Congressman McDowell. And again I want 
to thank you on behalf of the chairman of the committee and the 
committee for your appearance here today, and for the information 
which you have given in substantiation. 

Mr. McDowett. Mr. Chairman, it was a privilege to appear here 
before your committee, and I certainly hope that the committee will 
in due time find it within their wisdom to report similar legislation, 
at least, to the House for action. 

Mr. Nrx. Thank you. 

Our next witness will be the Honorable Frank Thompson, Jr., of 
New Jersey. 

We are glad to have you with us, and you may proceed. 


STATEMENT OF HON. FRANK THOMPSON, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW JERSEY 


Mr. THomrson. Mr. Chairman, I appreciate the opportunity to 
appear here today because I have a great interest in helping veterans 
obtain adequate housing for their families, I am appearing in behalf 
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of H.R. 9993, which I introduced very early in this session of the 
Congress. This measure, I believe, is important in that it would 
rectify one of the many deplorable conditions in our economy resulting 
from the hard money policy of the present administration. Veterans 
represent such a great majority of the parents of our young children 
that the easing of financing on homes is of vital interest to all of us 
who are concerned with future generations of Americans. 

H.R. 9993 provides for substantial changes in the GI home loan 
program. It is designed to rectify the failure to supply the great 
demand for loans to veterans, whose needs for housing for new and 
growing families is manifest. I do not expect that many veterans 
will want to wait for the Republican “gold-plate” administration to 
reverse its present high interest rate policies. The “high-price” policy 
is the cornerstone of this administration. I believe it is now neces- 
sary for the Congress to again take action in the interest of the vet- 
erans’ families. ; 

H.R. 9993 would authorize the Veterans’ Administration to invest 
up to 25 percent of the several billions of dollars in the national serv- 
ice life insurance fund in veterans’ home loan certificates at an interest 
rate of not more than 4% percent. These home loan certificates will 
be available to the general public with particular appeal to the major 
private trust funds of the Nation. The certificates will be issued by 
the Administrator of Veterans’ Affairs, and will be guaranteed both 
as to the principal and the interest, and funds obtained through the 
sale of the certificates will be used by the VA for veterans’ home loans. 

With interest rates and large discounts becoming an issue in some 
States which have usury laws, the administration’s policies have cir- 
cumvented past efforts by the Congress to ease financing for veterans. 
I believe it is time for Congress to again see to it that something is 
done, and I submit that my proposal would be beneficial to the vet- 
erans and to large sections of our economy at this time. 

Thank you, Mr. Chairman. 

Mr. Nix. Thank you, Congressman. 

Next we are glad to welcome our colleague, Hon. George McGovern, 
of South Dakota, before the committee. 

You may proceed, Mr. McGovern. 


STATEMENT OF HON. GEORGE McGOVERN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF SOUTH DAKOTA 


Mr. McGovern. Mr. Chairman and members of the committee, I 
appreciate the opportunity to offer this brief statement in support of 
legislation which I have cosponsored to extend the veterans’ home loan 
program to February 1, 1965; to provide for direct loans to veterans 
in areas where housing credit is otherwise not generally available; 
and for other purposes. 

As you know, the direct home loan program was established in 
1950 pursuant to Public Law 475, 71st Congress, because the guar- 
anteed home loan program was not providing an equitable oppor- 
tunity for all veterans to obtain a home loan. The guaranteed loan 
program functioned in metropolitan areas, but many veterans living 
in small cities and towns and rural areas were unable to obtain loans. 
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Congress has from time to time extended the program so that now 
the termination date is July 25, 1960. 

The argument has been presented that the direct loan program has 
served its purpose and should be allowed to terminate. I cannot ac- 
cept this viewpoint because of the limited opportunity which veterans 
in South Dakota and across the country have had to participate in 
the home loan program. A tight money market has made it difficult 
for many veterans to secure guaranteed loans, and the direct loan 
funds have a long waiting list. In my own State of South Dakota, 
the waiting list for direct loans as of May 1 was 364. 

Those who argue that the bill should not be extended point out 
that the financing can be made available through FHA or local banks. 
This simply is not true. The banks in South Dakota are making 
very few PLA loans, and if they do make loans, they require such a 
large down payment by the borrower that it precludes the majority of 
veterans. There are no other lending agencies available in communi- 
‘ties such as we have in South Dakota which can handle this type of 
financing. 

I have been advised by Mr. Rex L. Johnson, the loan guaranty office 
of the VA center in Sioux Falls, S. Dak., that letters, personal calls, 
and telephone inquiries about direct loans continue to be received 
every day. The regional office is getting very few guaranteed loan 
pe emaT from lenders, and in their opinion, very few new loans 
will be processed after July 25 unless the money market changes 
materially. 

In 10 years of operating the direct loan program in South Dakota 
and in loaning over $17 million, the foreclosure percentage is only 
three-fifths of 1 percent. The actual loss has been practically noth- 
ing, as the VA has been able to make good sales of the 14 houses they 
have acquired in the 10 years. After paying the Treasury Depart- 
ment a fee for use of the money, they have been able to build up sub- 
stantial reserves. 

It is a tribute to the 5 million veterans who have thus far par- 
ticipated in the guaranteed or the direct home loan programs nation- 
wide that losses to the Government have been less than one-tenth of 1 
percent. The money used in the direct loan program has not been 
lost to the U.S. Treasury. As a matter of fact, the program is showing 
a good return to the taxpayers, even though it was not created primar- 
ily for that purpose. The entire amount which has been authorized for 
direct loans will soon be returned to the Treasury with interest and 
there will be no resulting losses at all to the taxpayers. On the 
contrary, the program will show a net gain to the Treasury. 

I have introduced a 5-year extension of this program because the 
Veterans’ Administration direct loan is the only credit available in 
rural areas, such as my home district in South Dakota. This legisla- 
tion is badly needed if there are to be any home loans made, because 
many veterans have not yet been in a position to participate in the 
loan program. Many World War II veterans have just established 
themselves well enough financially to purchase or construct a home, 
and most of the Korean veterans are just now reaching the age at 
which they are thinking seriously of home ownership. As a result, 
if the law is allowed to expire, these veterans will never be able, during 
the important years of their lives, to acquire homes. 


as 


: 


VETERANS’ HOME LOAN PROGRAM 3329 

Many of the veterans presently on the waiting list have patiently 
awaited approval of their loan applications for months. Now they 
are faced, after this long wait, with the fact that the direct loan pro- 
gram will terminate before they can obtain a loan. Their situation 
becomes even more critical in the realization that mortgage financing 
is not available through usual channels in rural areas. 

Aside from the fact that the VA home loan program is needed by 
veterans, it is important to the proper growth of our home construc- 
tion industry. 

I strongly urge that the direct loan program be continued until 
February 1, 1965, as provided in the legislation under consideration by 
this committee today. 

Thank you. 

Mr. Nrx. Thank you, Congressman McGovern. 

We will now hear from our colleague, Hon. Elmer J. Holland. 

Proceed, Congressman Holland. ; 


STATEMENT OF HON. ELMER J. HOLLAND, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Horzianp. Mr. Chairman and members of the committee, I 
would like to ask your serious consideration of my bill, H.R. 10167, 
which would extend the veterans’ home loan program to February 1, 
1965. 

If passed, this would give the veterans of World War II and the 
veterans of the Korean conflict an opportunity to purchase a home and 
settle their families. 

Although the Administration feels that this legislation is not neces- 
sary, the veterans’ organizations in my district have appealed to me to 
have this time extended and the builders’ associations also feel it will 
be helpful to the industry and to the employment problem which is 
quite serious in our section of the country. 

The housing program is the basic block in our economy and every 
effort should be exerted to keep it going and growing, for with the 
building of homes every other industry is helped. 

From an individual viewpoint, I think the committee will agree, 
that a better citizen is created with the purchase of every home. Ifa 
man owns property, he becomes more interested in the affairs of gov- 
ernment for he has a part of it. He is interested in improving what 
he has, he becomes aware of the educational system for which he is 
helping to pay, and he usually becomes quite active in all civic affairs. 

I feel that our Government should do its utmost to provide means 
for our veterans to take their rightful place in our civilian life. 

In these days of automation and pushbutton control, the individual 
needs to have an outlet for pent-up energies which have been confined 
during his working hours. What better place is there than a man’s 
home and his garden for self-expression—the do-it-yourself proj- 
ects that permit the latent talents to be used for they are no longer 
necessary in our assembly line existence. 

I sincerely feel that the extension of this program will give our 
people the opportunity to grow physically, mentally, and even spirit- 
ually and will, perhaps, prevent future Government spending in other 
fields such as rest homes or similar institutions necessary for the 
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curing of mental disturbances brought about by confinement and the 
feeling of utter futility. 

Gentlemen, this is merely a loan program and not a give-away 
scheme. The Government will be repaid every cent these veterans 
borrow, plus interest. 

I feel, for the good of our Nation, this program should be extended. 

Mr. Nrx. Thank you, Congressman Holland. 

We are pleased now to welcome before us Hon. Newell A. George. 

You may proceed, Congressman. 


STATEMENT OF HON. NEWELL A. GEORGE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KANSAS 


VETERANS’ HOME LOAN PROGRAM 


Mr. Grorce. Mr. Chairman, in a recent survey compiled by the 
Veterans’ Affairs Committee of the guaranty officers of the Veterans’ 
Administration throughout the country, the results indicate an ex- 
‘tremely distressing situation in the veterans’ housing program. It 
is estimated that, if the current tight money condition continues, the 
Veterans’ Administration will make only about 150,000 home loans in 
1960. On the other hand, if mortgage financing were available, with 
moderate or no discounts, it is estimated that 368,000 loans will be 
made during 1960. 

Enactment of legislation to revitalize the veterans’ housing program 
requires not 1 cent of congressional appropriation, and would in no 
way adversely affect congressional efforts to balance the national 
budget. In fact, since 1950 the GI direct home loan program has 
netted the U.S. Treasury a clear profit of $57 million. However, the 
high interest rates may force the number of loans made down to 
150,000 in 1960. In order to offset this blow to the veterans’ housing 
program, steps need to be taken to correct. the situation. 

What I propose is legislation such as introduced by our distin- 
guished chairman of the Veterans’ Affairs Committee, the Honorable 
Olin Teague, which does not alter the guaranteed home loan program 
but rather supplements that program which is presently operating 
through private lenders. 

Perhaps you agree that a supplement is a good idea, but just how 
would such legislation function ? 

Briefly, this bill authorizes the Veterans’ Administration to issue 
debentures for sale to the general public and, primarily, to the major 
private trust funds of the Nation. The debentures, which call for a 
minimum 414-percent interest rate, would mature in 10 to 30 years 
and would be guaranteed both as to principal and interest by the U.S. 
Treasury. Naturally the money obtained through the sale of deben- 
tures will be utilized by the VA for veterans’ home loans. Funds 
could be loaned anywhere in the United States where a shortage of 
mortgage financing exists. The maximum loan would be $17,500, 
and although 100 percent loans are permitted, discretion is left with 
the VA as to the amount of downpayment. 

The extremely critical nature of the veterans’ housing plan is 
vividly illustrated by the trend in home loans over the past 5 years. 
In 1955 there were 649,000 guaranteed home loans; in 1956, 507,000; 
in 1957, only 306,000; and in 1958 an alarming 145,000. While the 
number increased slightly to 194,000 in 1959, the prospects for 1960 
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are downright discouraging. It is imperative that changes be made 
in this program which has become practically inoperative. 

To summarize, we know what the problem is, the reasons for it, and 
the areas in which gigantic strides are needed. Chairman Teague has 
given us a solution, and I heartily endorse this legislation as the best 
way to attack our veterans’ housing problem. 

Thank you, Mr, Chairman. 

Mr. Nrx. Thank you, Congressman George. 

At this time we will hear from our colleague, Congressman Sisk, 
of California. 

Go right ahead, Congressman. 


STATEMENT OF HON. B. F. SISK, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA 


Mr. Sisk. Mr. Chairman, I am happy to join with Chairman 
Teague and other Congressmen in sponsoring this bill to revitalize 
and make substantial changes in the veterans’ housing program. 

The proposed law would authorize the Administrator of Veterans’ 
Affairs to issue and sell bonds at an interest rate of not less than 414 
— The funds obtained would be used for veterans’ home loans. 

sans could be made in any rural or city area, but only when private 
financing under the present VA guaranteed loan program is not avail- 
able. The bill would also extend the housing program for World 
War ITI veterans until February 1, 1965, so that it would expire on 
the same date as the program for Korean veterans. It would author- 
ize sale of up to $5 billion a year in bonds. Veterans would pay the 
current rate of 5144 percent interest on loans. The three-quarters of 
1 percent “spread” between bond interest rate and loan rate would 
build a reserve to cover possible losses. Studies indicate no tax funds 
would be required to finance the program. 

The plan anticipates that the current veterans’ direct loan program, 
financed by Treasury appropriations, will not be continued past its 
scheduled expiration on July 25, 1960. The proposed housing bonds 
are expected to be purchased by major private trust funds and State 
and municipal retirement systems as well as the general public. 

The veterans’ housing program is becoming inoperative as a result 
of the administration’s tight money policy. An increase in interest 
rates last year did little or nothing to improve the supply of mort- 
gage money available. Discounts of up to 12 percent are presently 
charged and effective interest rates are above 6 percent. In some 
areas these rates are now in conflict with State usury laws, and suits 
are pending charging violation of these laws. 

It is now estimated only about 150,000 home loans may be made 
under present programs in 1960, while if mortgage financing were 
available 368,000 homes would be built. We must face the fact that 
veterans under present laws are getting less homes than they are 
paying for and, in addition, are being penalized in discounts and 
interest rates over all the years of repayment. 

We need not only to provide homes for families at reasonable costs, 
but we need to provide jobs for people building the homes and for 
merchants and suppliers serving them. This bill does not alter the 
guaranteed home loan program in any way. Private lenders may 
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continue to participate in the veterans’ guaranteed home loan pro- 
gram, but this new program would make additional financing avail- 
able without cost to the Treasury or taxpayers and would, in my 
opinion, put this important housing industry back on its feet. 

Thank you, Mr. Chairman. 

Mr. Nix. Thank you, Congressman Sisk. ’ 

Mr. Nix. Will Mr. Stover take the witness chair ? 

Do you have a prepared statement, Mr. Stover ? 


STATEMENT OF FRANCIS W. STOVER, DIRECTOR, NATIONAL 
LEGISLATIVE SERVICE, VETERANS OF FOREIGN WARS 


Mr. Stover. Yes; I do, Mr. Chairman. 
Mr. Nix. Would you like to have it made a part of the record? 


Mr. Stover. I would like to read it, with your permission, Mr. 


Chairman. 


Mr. Nrx. Very well. 


Mr. Srover. Mr. Chairman, I deeply appreciate the opportunity 


to appear this morning to present, the official viewpoint of the Vet- 
erans of Foreign Wars of the United States with respect to the 


veterans’ housing legislation under consideration. For the record, 
my name is Francis W. Stover, and I am the director of the national 


legislative service of the Veterans of Foreign Wars. 
For the most part, the legislative position of the Veterans of For- 


eign Wars is formulated at our most recent national convention by 
virtue of the national resolutions which are adopted at that time. 
Last year at our 60th annual convention which was held in Los 
Angeles, Calif., August 30 to September 4, 1959, two resolutions were 
adopted pertaining to the overall veterans’ guaranteed and direct 


home loan programs. A digest of these resolutions follows: 


Resotution No. 13—GI Loans 


1. Recommending by legislation or amendments to VA regulations the fol- 
lowing: 

(a) Extension of eligibility on unused loan guaranty to all unremarried’ 
widows regardless of cause of the veteran’s death. 

(b) Continuation of present VA policy of not referring direct loan applica- 
tions to the voluntary mortgage credit program or to any similar group or 
agency. 

(c) Resurvey by VA of home loan closing costs, including the flat 1 percent 
service charge, to insure that such individual and total costs are not in excess- 
of those normally charged on conventional loans in the respective areas. 

(d) Opposition to any increase in the present 5.25 percent interest rate for 
VA direct and guaranteed loans. 

(e) The loss of use prescribed for specially adapted housing should be broad- 
ened to include such loss resulting from any service-connected cause. 

(f) In progressive disability cases, VA should have authority to anticipate. 
loss of use early enough to facilitate quicker approval of grants for specially 
adapted housing. 


Resolution No. 41 

2. That all future homes should be inspected by qualified Veterans’ Admin- 
istration inspectors for any deviation from plans and specifications submitted. 
by builder to Veterans’ Administration. 

None of these resolutions are exactly in point with any of the bills 
being considered. So, therefore, between conventions the commander 
in chief of the Veterans of Foreign Wars, subject to the advice and. 
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consent of the national council of administration and other national 
committees, has the authority to take positions in behalf of the na- 
tional organization that are not in conflict with any of our nationally 
approved resolutions. 

Such an instance occurred in part at the regularly scheduled meet- 
ing of our national legislative committee wich was held here in 
Washington on February 7, 1960. This committee is composed of out- 
standing citizen-veterans from all over the United States, and gen- 
erally this committee is the official adviser to the commander in diet 
with respect to any legislative matters that are referred to him for 
action or opinion. 

At the February meeting the national legislative committee con- 
sidered H.R. 9601 which it had been announced by the chairman of 
this committee would be officially considered during this session of 
Congress. The national legislative committee, after due deliberation 
and consideration, recommended to the commander in chief that the 
VFEW endorse this bill. There were no objections raised with any of 
the provisions of the bill, including the method of financing loans in 
those areas where mortgage money would be unavailable. However, 
due to an extended trip around the world, which has just been com- 
pleted, this resolution has not received the official endorsement of our 
commander in chief. 

Accordingly, to this extent the Veterans of Foreign Wars lends its 
official support to the legislation being considered. While the in- 
terest in the World War II GI home loan program has generally 
been on the wane in the VFW, it is noted there are many veterans of 
World War II who have been unable to take advantage of the home 
loan program, PEEDAEHY because of a lack of mortgage money. 

Statistics indicate that only one-third of all World War II veterans 
have obtained a GI Joan, which would mean there are still approxi- 
mately 10 million World War II veterans who could benefit by this 
legislation. Since the cost of the VA home loan programs has been 
minimal and based upon the highly successful experience of negligible 
losses with veterans’ loans, there obviously is little likelihood that the 
extension of this program would be any burden upon the Government. 

In conclusion, therefore, the Veterans of Foreign Wars, to the 
extent indicated, urges this committee and the Congress to favorably 
report and approve one of these bills so that the remaining World War 
II veterans will still have an opportunity to avail themselves of a 
benefit which will have been rua} to many through no fault of their 
own. 

Thank you again for this onpertuntiy in behalf of the Veterans 
of Foreign Wars to appear here this morning. ' 

Mr. Nrx. Thank you, Mr. Stover. 

I gather from your statement that in substance your organization 
is in accord with the purposes of the proposed legislation. 

Mr. Srover. That is right, Mr. Chairman. 

Mr. Nix. Except in that instance where the commander has not 
had an opportunity to personally approve that resolution ? 

Mr. Srover. That is right. In other words, he holds what might 
be called a veto power. In other words, maybe he would not agree in 
part or in whole with the recommendation of our national legislative 
committee. 
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Generally, however, that committee’s recommendations have been 
approved by the commander in chief in most instances that I can 
think of. 

Mr. Nrx. But it has been indicated at some prior time that he does 
share your view in reference to the proposed legislation ? 

Mr. Srover. Well, not only that, but previous VFW national con- 
ventions up to this year have all urged the extension of the GI loan 
program for World War II veterans. This is the first year they have 
not actually passed a resolution urging the extension of this program. 

Mr. Nrx. And nothing has occurred which would indicate any 
change of attitude ? 

Mr. Srover. That is right, Mr. Chairman. 

Mr. Nix. Was there someone else along with you that you wanted 
to present ? 

Mr. Srover. No; this concludes my testimony, Mr. Chairman. 

Mr. Nix. I want to thank you very much for your appearance. I 
want to make the observation that it is always a pleasure to listen to a 
report that is lucid and that is not wearying. 

I thank you again on behalf of the chairman of the committee. 

There being no further witnesses, we will adjourn the meeting until 
tomorrow morning at 10 o’clock. 

(Whereupon, at 10:50 a.m., the subcommittee was adjourned, to 
reconvene at 10 a.m., Wednesday, May 11, 1960.) 
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WEDNESDAY, MAY 25, 1960 


Houser or REPRESENTATIVES 
9 
CoMMITTEE ON VETERANS’ AFFAIRS, 
Washington, D.C. 


The committee met, pursuant to call, at 10 a.m., in the committee 
room, Old House Office Building, Hon. Olin E. Teague (chairman) 
presiding. 

The Cratrman. The committee will come to order. 

This hearing by the full committee is being held on pending legis- 
lation before the committee concerning the veterans’ home-loan pro- 
gram. 

On May 10 the Subcommittee on Housing heard Members of Con- 
gress and the Veterans of Foreign Wars on extension of the GI bill. 
Since that time, additional bills on this subject have been referred 
to this committee, H.R. 12163, H.R. 12185, and H.R. 12187. They 
will be included in the record of hearings by the subcommittee. The 
subcommittee hearings and the hearings which we are conducting 
today will be printed as one document. “We hope that we will be able 
to complete hearings today so that the committee may go into execu- 
tive session and take some final action as soon as we have heard the 
witnesses this morning. 

Our first witness this morning is Mr. P. S. Knox, Jr., past president 
of the Home Manufacturers Association. 

Mr. Knox, I understand you stayed over in Washington a couple 
of days to be able to appear before the committee, and we appreciate 
that. We appreciate the cooperation we have had from your organ- 
ization. 


STATEMENT OF P. S. KNOX, JR., COCHAIRMAN, LEGISLATIVE COM- 
MITTEE, HOME MANUFACTURERS ASSOCIATION; ACCOMPANIED 
BY PAT HARNESS, EXECUTIVE VICE PRESIDENT 


Mr. Knox. It is a pleasure to be here, sir. 

The CHarrMAn. “You have with you Mr. Conrad Harness, executive 
director ? 

Mr. Knox. Yes, sir. 

The Cuatrman. Do you have a prepared statement ? 

Mr. Knox. Yes, sir. 

The Cuarrman. Mr. Knox—while those are being distributed—are 
you aware of the fact that the committee reported out a bill last year, 
TL.R. 7903, which had an extension of 2 years with $150 million each 
year for direct loans? 

Mr. Knox. Yes, sir. 
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The Cuarrman. All right, Mr. Knox. Go right ahead. 

Mr. Knox. Mr. Chairman and members of the committee, my 
name is Pete Knox, Jr., president of Knox Homes, Inc., of Thomson, 
Ga., and I am testifying in behalf of the Home Manufacturers Asso- 
ciation as cochairman of our legislative committee. With me is Pat 
Harness, our executive vice president. 

The Home Manufacturers Association is composed of companies 
which produce the great. bulk of prefabricated or factory-built homes 
in the United States. Last year such companies manufactured 132,- 
000 homes, an all-time record in our performance. Weare ina unique 
position to keep a close ear to the housing market because our com- 

anies sell to over 6,000 builders, who in turn erect the house and sell 
it to the consumer. Home manufacturing concerns now ship regn 
larly to every State in the Union, including Alaska and Hawaii. y 
own firm, Knox Homes, Inc., ships into Georgia, Alabama, Florida, 
North Carolina, South Carolina, Tennessee, and Virginia. We ap- 
preciate very much this opportunity to again comment on legislative 
proposals before this committee. 

I think some explanation is in order for this committee to under- 
stand more fully exactly how the home manufacturer fits into the 
housing picture. Most of our companies supply complete houses— 
and in about half the cases—mortgage money through our artange 
acceptance corporations, to our homebuilder customers. We find the 
average home manufacturer will have about 25 to 50 homebuilders 
that he serves on a continuing basis. Large home manufacturers will 
service a much larger number of builders and many of our companies 
sell and service several hundred builders, each. Because we are in 
such close contact with so many builders in so many different States, 
our companies are very familiar with market conditions and housing 
problems. 

The legislative proposals before this committee are many and com- 
plex. Neither I, nor the membership of the Home Manufacturers 
Association, feel qualified to judge competently in all cases all of the 
measures before you. What I want to do is to inform you of condi- 
tions as we know them in the field, so that this information will better 
enable this committee to judge the merits and demerits of legislative 
measures pending before you. 

In preparation for this presentation, the staff of the Home Manu- 
facturers Association asked several member companies to provide data 
on market conditions in their areas in relation to the GI loan program. 
In summarizing the data received, I think I could say that all com- 
panies that had been in the GI program wanted it continued, and those 
that had not been in the program had little or no desire to see it 
extended. 

Also, geographical location seemed to be a factor, with those com- 
panies located in the South or in smaller cities in accord for extension 
and expansion, and those in big cities in accord that the program had 
served its purpose and should not be extended. Numerically, the 
response was eet 4 to 1 in favor of extension of the GI loan pro- 
gram until 1965 and about 3 to 1 in favor of continuation and expan- 
sion of the VA direct loan program. 

I would like to add my personal findings, based on 15 -years of 
experience with the VA program. No. 1, the only way a country boy 
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can get a home loan right now is through a VA direct loan. And 
No. 2, one reason our cities are growing so fast and the rural areas are 
growing so slow is for the simple reason that home financing is avail- 
able in metropolitian areas and is not available in rural areas. This 
may be oversimplification, but the point I want to make is that the 
average veteran living in a small city or town or rural area simply 
cannot get a loan unless it is through the direct VA-loan program. 

As I understand it, the VA loan guarantee plan was devised to 
eliminate the need for substantial downpayments in financing homes 
for veterans. The guarantee by the Government replaced the need 
for cash downpayments. Thus, in theory, at least, the veteran was 
supposed to be able to compete for available housing with civilians. 
This program has not accomplished its objective for the simple 
reason that money is not available from lenders at prices that build- 
ers and buyers can afford. The veteran is not placed on equal terms 
with the nonveteran whose civilian pursuits had continued unin- 
terrupted during the war years. 

Like the weather, everyone talks about tight money but does little 
about it. Our association appreciates the fact that this committee 
would like to do something about the lack of mortgage funds for 
deserving veterans. Whether or not the debenture plan as pro- 
posed by the committee chairman is the best way to accomplish this, 
we are not prepared to say. We would like to call to your attention 
that some method of channeling funds to the veteran must be ar- 
ranged, otherwise the VA loan program will remain of little or no 
assistance to the veteran. Iam sure the committee will want to study 
proposals for a central mortgage bank which have been introduced 
in the House and Senate. Perhaps a central mortgage bank could be 
used to some extent to channel funds into more VA loans. I do not 
feel, however, that such a plan can ever be a substitute for a direct 
loan program to the veteran in the small town and rural area, and 
I must repeat again that in my opinion the only way this veteran 
will ever receive mortgage funds is through a direct loan program. 

I would like at this time to read to the committee some answers to a 
telegram questionnaire sent to selected companies by the Home Manu- 
facturers Association. We asked what the current going rate of dis- 
count was on VA loans. Here are some of the replies: 

Baton Rouge, La., 9 to 10 points discount. Indianapolis, 8 to 12 
points, if money available. Fort Wayne, Ind., 81% to 914. Rich- 
mond, Ind., 10 points; Ohio, 11 to 12 points; Illinois, 10 to 13 points; 
Virginia, 8 to 9 points; St. Petersburg, Fla., 8 points; St. Louis, 10 
points; Virginia, 10 to 12 points; yo ah 9 points; Chicago, 10 
points; Lafayette, Ind., 9 to 10% points; Mans eld, Ohio, 10 to 12 
points; Rapid City, S. Dak., 9 points. 

We also asked these same companies what the market potential 
for sales to veterans would be if mortgage funds were available at 
prices both the home buyer and builder could live with. Answers 
show there is a huge, untapped reservoir of sales remaining in the 
veteran market. is is something to remember should housing 
starts decline. 

I feel the VA program never again will be an important factor in 
houaitig generally, unless changes occur which make mortgage funds 
available at rates comparable to FHA terms. This can os done by 


q 
t 
a 
a 
4 & 


3338 VETERANS’ HOME LOAN PROGRAM 


realistic interest rates, or through an expanded direct loan program, 
or through FNMA support of the VA-loan program in some manner. 

I would like to conclude with the statement that in my opinion there 
are still literally hundreds of thousands of veterans who still desire 
and need homes of their own but who had not as yet been able to 
accumulate substantial savings needed to purchase a home with con- 
ventional financing, or who are geographically located in areas where 
FHA financing is not available. For those veterans, the only re- 
course is a direct loan. This is just a fact of life. It is a financing 
obstacle which most veterans cannot overcome without help. 

In closing, Mr. Chairman, I would like to say to you personally and 
to the members of this committee that the Home Manufacturers Asso- 
ciation is deeply appreciative of the role this committee has played 
in housing veterans during the past 15 years. We know that you are 
the champion of veteran rights to good housing and that you want 
to see that the veteran is in a competitive position with other bor- 
rowers in the fight for available credit. 

Thank you for this opportunity to present this information to you. 
T will at this time try and answer any questions which you or members 
of the committee may have for me. 

Before doing so, I would like to point out that since this particular 
testimony was prepared we have seen evidence, actually, over the 
weekend and during the first couple of days of this week, that indicates 
that in addition to the need of the veterans for assistance, the economy 
itself begins to definitely show evidences of needing some stimulation 
in the form of housing activity. 

I would like to take this opportunity to read for the record, if you 
do not mind, sir, some comments that I quote first of all from the 
U.S. Department of Commerce report of housing starts, which shows 
that housing starts for the month of April 1960 dropped 22 percent 
below those in April 1959; and what is even more significant is that the 
drop in the month of April of some 30,000 units below those in April 
1959 indicates an increasing decline in housing starts even in the first 
4 months of 1960, there having been a net reduction of 80,000 units 
in new starts in the first 4 months, 30,000 of which occurred in what 
was supposed to be the very active month of April. 

As a further indication of what this decline in housing activity 
means to the business economy generally, I would like to read a few 
comments which I picked up from the Biddle Purchasing Letter dated 
May 20, 1960. The Biddle Purchasing Co., with offices in Michigan, 
the west coast, and New York, is probably one of the outstanding pro- 
fessional procurers of building Laborer in the country. This par- 
ticular letter deals with two major building material vee 20% 
yellow pine; and second, oak flooring. 

Again I quote from their letter of May 20, 1960, with respect to 
yellow pine: 

Activity has dropped to the lowest level of the year. Many mills are operat- 
ing on a hand-to-mouth basis and are quite disturbed at the outlook, which most 
had expected by this time to be on a rising scale. Many producers find prices 
are not the real factor, as the majority of buyers are buying for immediate 
needs and are not altogether price conscious. The problem is the lack of 
volume on common board and dimension items. 


Activity is not confined to any particular consuming area, and the available 
business is pretty well scattered. Lower prices from Alabama mills are noted 
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below, and downward adjustments are expected in other areas, as many pro- 
ducers are now operating at the bottom of their order files. 

Now, with respect to oak flooring, a basic building material, from all indica- 
tions new order volume this week has dropped below the slow pace of the last 
2 weeks, when production exceeded orders by a very good margin. Obviously, 
no real stability can be expected in this market until the supply-demand ratio 
is in better balance. 

Manufacturers contacted in Arkansas on a personal visit this week readily 
admit developments that within the past 2 to 83 weeks have been quite disturb- 
ing. While the majority are working from orders booked earlier, several had 
no coverage on available stock, resulting in idle loading crews. 

I simply make these comments in addition to that in the prepared 
testimony, to seek to illustrate that not only are the needs of deserving 
veterans not being met under present circumstances, but there is oecur- 
ring what appears to be an increasing decline in total housing starts, 
with its consequent detrimental effects on all of the large number of 
concerns that are engaged in the production, distribution, and assem- 
bly of building material. 

The Cuarrman. Any questions? 

Mrs. Rogers ? 

Mrs. Rogers. Yes, Mr. Chairman. 

Do you feel that the veterans’ houses have been satisfactory, on the 
whole? 

Mr. Knox. Eminentlyso. Yes, Mrs. Rogers. 

Mrs. Rogers. You feel they have stood up well as the years have 
gone by? 

Mr. Knox. Yes. 

Mrs. Rogers. Do you feel the Veterans’ Administration has been as 
helpful in processing the loans as it should be? 

Mr. Knox. Yes, ma’am. I think it has been an excellent program 
and has provided housing to thousands of veterans that otherwise 
could not have been available to them. 

Mrs, Rogers. The Massachusetts men came in to see me while they 
were here—and homebuilders—and I was very sorry I could not attend 
your banquet. They are anxious to have this loan program. 

Mr. Knox. We were sorry you could not join us. 

Mrs. Roeers. I will not take up any more time, Mr. Chairman. 

The CHatrman. Mr. George ? 

Mr. Grorer. I think you talked about the untapped reservoir in the 
veterans’ market. Then you say: “This is something to remember 
should housing starts decline.” 

I was under the impression it had declined. I think the figures you 
read indicated that is true. 

Mr. Knox. Quite definitely so; and quite dangerously so, it seems 
tous. A 22 percent drop is quite a substantial drop. And when you 
see lumber mills and flooring plants, as I indicated in this testimony, 
closing down because they have no outlet for the material that they 
produce, it is about the most conclusive evidence that something is 
slowing up and slowing up pretty precipitately. 

Mr. Grorer. That was the point I wanted to raise. But T think 
you answered it very well. 
That is all, Mr. Chairman. 
The Cratrman. Mr. Fino? 
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Mr. Frvo. Mr. Knox, I am sure you are aware of the fact that 
the Budget Director has indicated disapproval of this type of legis- 
lation. And he says in his report, or his letter to the chairman: 

“These bills cannot be justified as readjustment assistance for World 
War II and Korean conflict veterans, but are in fact a proposal for a 
huge Federal home loan program, which would be in direct and 
unwarranted competition with private business.” 

Do you agree with Mr. Stans on that ? 

Mr. Knox. No, sir. The whole theory of providing assistance to the 
veteran has proved, through its 15-year term, to be a workable one. I 
assumed there was no question about the fact that the veterans were 
entitled to that special benefit by reason of their service in military 
activity. And I think the history of the program itself over so long 
a period of time clearly indicates that it deserves continuation. 

The Cuatrman. Mr. Quigley ? 

Mr. Quieter. I have no questions, Mr. Chairman. 

The Cuarrman. Thank you, Mr. Knox. 

Mrs. Rogers. May I ask just one more question ? 

Do you feel the banks have been cooperative ¢ 

Mr. Knox. Yes, ma’am. The long-term lenders generally have 
shown a preference for VA loans over any other type loans, provided 
there is a comparable interest rate applicable to them; so that on a 
basis of equivalent yield it is my observation that lenders generally 
will prefer a VA loan over any other type. 

Mrs. Rogers. Thank you. 

The Cuarrman. Thank you, Mr. Knox. 

Our next witness will be Mr. Martin L. Bartling, Jr., president of 
the National Association of Home Builders. 


Mr. Bartling, do you want to introduce the gentlemen you have 
with you? 


STATEMENT OF MARTIN L. BARTLING, JR., PRESIDENT, NATIONAL 
ASSOCIATION OF HOME BUILDERS; ACCOMPANIED BY HERBERT 
COLTON, LEGAL COUNSEL, NATIONAL ASSOCIATION OF HOME 

BUILDERS; AND JOE McGRATH, DIRECTOR, GOVERNMENTAL 

AFFAIRS DIVISION 


Mr. Bartirne. Yes, sir. I have Mr. Herbert Colton, the legal 
counsel of our National Association of Home Builders, and Mr. Joe 
McGrath, on my right, the director of our governmental affairs di- 
vision. 

Are you ready for me to proceed, Mr. Chairman ? 

The Cuamman. Yes, sir; go right ahead. 

Mr. Barring. Mr. Chairman and members of the committee, my 
name is Martin L. Bartling, Jr., and I am a homebuilder from Knox- 
ville, Tenn. I appear before you today as president of the National 
Association of Home Builders, a trade association representing 44,000 
members affiliated in 342 local and State associations. 

We strongly favor an extension of the Veterans’ Administration 
home loan guaranty program for World War II veterans. We sup- 
port the legislation now pending before your committee which pro- 
vides for an extension of 5 years. We believe that this will be of sub- 
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stantial benefit to thousands of veterans of World War II who have not 
used their loan guaranty entitlement or who still retain a part of that 
entitlement which has not been used. Moreover, an extension and sub- 
stantial use of their GI benefit by World War II veterans will result 
in a continued improvement in the supply of moderate to lower priced 
new homes, adding to an important part of our housing inventory and 
meeting a vital segment of the Nation’s housing needs. 

Currently we have experienced a period of tightness in the mortgage 
market which has made it increasingly difficult for veterans to obtain 
the necessary financing. Indeed it has been difficult for all working 
families of moderate circumstances to obtain financing for housing, 
especially for new homes in the lower to moderate priced brackets, in 
which VA financing is especially important. 

Asa matter of fact, since the early postwar years the mortgage mar- 
ket and the housing industry have been plagued with periodic and, at 
times, prolonged shortages of mortgage funds which have effectively 
prevented the full use of the VA program. This is reflected in the 
current data relating to housing starts submitted with this statement 
(attachment A) and on the chart of housing starts compared with in- 
dustrial production which we are also submitting with this statement 
(attachment B). 

Clearly it is not true as a practical matter that veterans have had 
13 years since the official end of World War II in which to use their 
entitlement. Long periods of time during these 13 years were dry of 
mortgage funds for GI loans in many areas of the country. This 
resulted at least in part because of the fixed interest rate, which is a 
problem today. We again urge an amendment to the statute to pro- 
vide to the Administrator of Veterans’ Affairs the same discretionary 
authority to establish an interest rate under a fixed ceiling as estab- 
lished for FHA programs under the National Housing Act. 

We strongly favor the lowest possible interest rate for VA mort- 
gages and for all other forms of home financing, since a low rate best 
serves the interests of both the homebuyer and the homebuilder. Yet 
we must of necessity recognize the interest of the mortgage investor 
and we must realize that GI loans must compete with other outlets for 
investment capital. 

At the present time the investment market clearly indicates that a 
rate higher than 514 percent is necessary to attract mortgage funds. 
Despite the problem of fixed rate, however, we believe it makes sense to 
continue a useful and significant method of financing home purchases 
in the lower priced brackets. Certainly it will aid veteran homebuyers 
and the economy generally to have available such a successful method 
of financing lower cost homes at a time when increases in land develop- 
ment and construction costs have been driving the price of new homes 
steadily upward. 

The Veterans’ Administration estimates that about two-thirds of 
the eligible World War IT veterans have not used their loan guaranty 
entitlements. A good portion of these may have obtained housing by 
one means or another through conventional or FHA financing. But 
it is further estimated by the Veterans’ Administration that there 
would be 500,000 additional GI loans made under the loan guaranty 
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program through January 31, 1965, if mortgage money is generally 
available during this period. 

Testimony given by the Veterans’ Administration in the Senate in- 
dicates that a 5-year extension would involve an estimated adminis- 
trative cost of some $20 million. However, this figure must be con- 
trasted with the benefits to be gained for the veterans involved, for 
the economy of the country, and for the national housing inventory. 

For example, an estimated 500,000 new homes purchased with VA- 
guaranteed loans would mean an addition to the value of our housing 
inventory totaling more than $5 billion, if loans are figured at the 
conservative estimate of $10,000 per house—a sizable increase in the 
assets of the country. We realize, of course, that some of these homes 
would be built in any event, and further, that not all new GI loans 
are made on newly constructed homes. Yet it is clear that a 5-year 
extension as proposed in legislation before this committee would ac- 
count for a large portion of new home construction over the next few 
years and for a large segment of the mortgage financing on all new 
and existing homes. The benefits to the country pervert seem to us 
to far outweigh the burden of administrative cost involved. _ : 

A good many builders selling new homes to veterans using their 
VA financing benefits find that at least 50 percent of their veteran 
buyers are still World War II veterans. In many instances this pro- 
portion is higher. Accordingly, although it is a reasonable assump- 
tion as the years progress that the veterans of World War IT will use 
their G1 benefits to a lesser extent, this time has not yet fully arrived. 

Furthermore, past experience demonstrates that if the combined 
factors which have prevented full use of the VA program—a fixed 
interest rate and a scarcity of mortgage credit—could be overcome 
by legislation or by improvement in the mortgage market, there would 
be a jump in the use of VA financing by World War II veterans. 

For example, on two occasions when Congress brought the GI in- 
terest rate more nearly in line with prevailing rates and closer to the 
FHA rate, VA appraisal requests rose appreciably. In April 1958, 
when the GI rate was increased to 454 percent; such requests jumped 
185 percent on a seasonally adjusted basis; and in June of 1959 when 
the interest rate was increased to 514 percent, appraisal requests 
jumped nearly 40 percent. 

As aieeody stated, our position on the fixed interest rate is that an 
unmarketable VA interest rate serves only to defeat its objective and 
disrupt the mortgage market. We believe the attempt to support 
an unmarketable rate should be abandoned and that statutory author- 
ity should be provided for VA comparable to the provisions on setting 
interest rates which exist in the National Housing Act for FHA, ie., 
a statutory ceiling of 6 percent with discretionary authority to set a 
rate at any point within this ceiling. 

The availability of funds, in addition to a marketable interest rate, 
is a vital factor to veterans. We have considered proposals to enlarge 
the funds within the Federal National Mortgage Association for pur- 
chase of VA guaranteed loans and to use the funds of the national 
service life and U.S. Government life insurance funds directly or indi- 
rectly to support the VA market. 

Experience has shown that VA guaranteed mortgages benefited 
substantially on occasions when the funds of FNMA were available in 
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sufficient quantities. The latest instance of this occurred following 
passage of the Emergency Housing Act of 1958 in which Congress 
made available a total of $1 billion for the purchase at par of FHA 
and VA insured or guaranteed mortgages up to $13,500. During the 
12-month period after this program became effective (May 1958, 
through April 1959), most of the FNMA acquisitions were V A-guar- 
anteed mortgages. Many of these were started under FHA commit- 
ments but later sold with VA financing. 

Unquestionably the FNMA program No. 10, created by the Emer- 
gency Housing Act of 1958, was a vitally significant factor in the 
upsurge of housing production and the use of the VA program during 
1958 and 1959. At the same time a complete examination of the 
factors which brought about this housing production shows that the 
legislation was accompanied by other actions also of great importance 
to the mortgage market. These included four successive reductions 
in the rediscount rate by the Federal Reserve Board, four reductions 
by the Federal Reserve Board in bank reserve requirements, adminis- 
trative lowering of minimum downpayments on FHA and GT loans, a 
new program by the Federal Home Loan Bank Board to increase 
available loans to member associations, a release administratively of 
some $200 million by the President for use in FNMA low-cost housing 
purchases, and a release of some $325 million of FNMA funds for 
purchase of mortgages on elderly and military family housing. Also, 
of course, the VA interest rate was increased to make it more com- 
petitive. 

We testified before the House Banking Committee earlier this year 
on a proposal in H.R. 10213 to supply $1 billion of new funds for 
FNMA under its program No. 10 operations. This bill passed the 
House and is now being considered in hearings before the Subcommit- 
tee on Housing of the Senate Banking and Currency Committee. If 
approved by Congress and signed by the President, this legislation 
would, of course, provide substantial funds for the purchase of VA 
guaranteed loans at par during the coming year. 

However, in our testimony before the House and Senate Subcom- 
mittees on Housing, we emphasized the policy adopted by our board 
of directors in January that the appropriation of such funds to FNMA 
should be regarded, in our opinion, only as a measure of last resort. 
We support this course of action when it appears to be the only re- 
maining alternative for Congress to provide adequate mortgage funds 
for use in areas where home mortgages are not otherwise available at 
prices which the building industry can absorb while at the same time 
providing an adequate support of moderate priced homes. 

It is part of our policy also that, before appropriating further funds 
for FNMA program 10, we believe Congress should authorize the na- 
tional service life insurance fund and the U.S. Government insurance 
fund to invest a reasonable proportion of its funds in long-term FNMA 
debentures for use by FNMA, through a special function for that pur- 
pose, exclusively to purchase VA mortgages for new construction. 

We suggest that these VA mortgages should carry an interest rate 
equivalent to the FHA rate and the FNMA prices should be at or as 
near par as possible, considering the interest rate on the mortgages 
bought, the interest rate carried by such debentures, and the minimum 
administrative cost to FNMA in making and servicing such mortgages. 
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If necessary, Congress could make these special issues of debentures 
the equivalent of U.S. guaranteed investments solely for the purpose 
of qualifying them for purchase by the VA insurance funds. Our 
board adopted no policy with respect to the specific legislation now 
pending before this committee for the use of these funds to support a 
new type of VA security-issuing program. We believe our suggestion 
with respect to the support of vA guaranteed loans through the exist- 
ing FNMA system is a logical and sound approach which could easily 
be accomplished. 

There are two other recommendations we wish to call to your at- 
tention. Homebuilders are driven away from VA guaranteed loans 
because of the very substantial mortgage discounts which have de- 
veloped as a result of the fixed interest rate and tight mortgage market. 
In a recent survey of our membership, about 85 percent of the builders 
responding gave high discounts as their reason for expecting a de- 
crease in VA home starts during the coming year, or for not using VA 
financing. We believe the cost of mortgage money is just as much a 
part of the cost of producing a home as any other material which is 
required for its completion. Accordingly, if home building must en- 
dure discounts, legislation should be passed recognizing that where 
and while they prevail they should be included in the cost of the home 
for appraisal and mortgage purposes. 

Finally, it has come to our attention that the 1-year period now exist- 
ing for completion and processing of GI loans following the July 25, 
1960, cutoff date is causing difficulties for mortgage lenders and build- 
ers and would continue to cause these difficulties if established follow- 
ing any new extended cut off date for the program. Because in many 
areas of the country there may arise problems with respect to escrow 
funds, title searches, construction completions, et cetera, we believe it 
would be wise to eliminate the deadline which follows the final cutoff 
: date, whether it be July 25, 1960, of February 1, 1965. Since no fur- 
2 ther VA cases may be considered following either one of these dates, 
; there is no reason for setting an arbitrary limit upon the time in 
which all necessary paperwork and other processing myst be completed 
in order to obtain a guaranty upon the loan. 

To summarize, high mortgage discounts are now driving home- 
oe builders out of the VA market, and we believe this condition could be 
alleviated through an increase in the ceiling and discretionary author- 
ity to set the VA interest rate; we believe the VA market would be 
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: substantially helped if the VA insurance funds were authorized to 

2 support VA loans through purchase of FNMA debentures; and, in 

‘ any event, we strongly support an extension of the VA program for 
: 5 years as set forth in bills now before this committee. 

I thank you gentlemen for your attention and courtesy in receiving 

a this testimony, and I will be very happy to answer any questions you 


might wish to direct to me at this time. 
The Cratrman. Is there any question on the part of the members 
of the committee? 
Mrs. Rogers. May I ask a question ? { 
The Cnatrman. Mrs. Rogers. 
Mrs. Rocers. Do you feel the banks have been as helpful as they 
can be with loans? 
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Mr. Barring. Well, the problem, Mrs. Rogers, always, in obtain- 
ing loans, is the availability of funds. And as the previous witness, 
Mr. Knox, stated, most lending institutions, when additions of yield 
are brought up, much prefer an FHA loan to a VA loan, because it 
has certain features that make it more attractive. 

Your GI loans are normally made through the building business, 
through your mortgage companies, insurance companies, and others. 
The direct loan program, of course, has been very happy to those in 
rural areas who have not had direct access to funds. 

Pie Rogers. I would like to have it all handled through direct 
nds. 

Mr. Barrie. I doubt that we will have that. 

Mrs. Rogers. In Massachusetts that is very much desired. 

The CuarrmMan. One question, Mr. Bartling: What if we do not 
extend this bill? What effect does it have on the housing industry 
as a whole? Does the veteran get himself a loan under FNMA? I 
agree with Mr. Knox that the country boy today cannot build a home 
except through direct loans. It is just impossible. 

Mr. Barriine. I might answer you in this way, Mr. Teague. In 
previous testimony we hate presented, we have expressed considerable 
concern over the fact that the big dropoff in housing starts is occurring 
in the low- and moderate-income brackets. For example, some figures 
we had showed that in 1958 only 4 percent of the new houses insured 
by FHA were for people with incomes of less than $4,000. 

And it is my personal feeling and the feeling of this association 
that the VA program has been the one program specifically aimed and 
designed to help those people with more modest incomes. And if we 
do not have this help through the VA program, then I am not quite 
sure what formula we can develop to take care of these people. 
And I might say that the group I am speaking of, 36 percent of our 
population, have incomes of less than $4,000, according to the figures 
submitted to me, 

So from that standpoint alone, I think it vitally necessary to con- 
tinue a program especially designed for people of more modest in- 
comes, such as the VA program has been. 

The Any questions? 

Mr. Grorce. I am wondering. You say $4,000 is the income of 
what percent ? 

Mr. Bartirne. Thirty-six percent. 

Mr. Grorce. And yet you are recommending an increase in interest 
rate to 6 percent? 

Mr. Bartiine. No, sir, we were recommending that the statutory 
authority, which is an administrative action, be on a par with FHA, 
so that the two loans would be competitive. 

Mr. Grorce. There would be very little advantage to the GI, then, 
except for the downpayment, would there ? 

Mr. Barriina. Well, there is a substantial difference. The FHA 
have a half of 1 percent interest charge. The closing costs on a VA 
loan are less than on a FHA loan. And generally speaking, the 
monthly costs on a VA loan would be lower for the identical house; 
plus the fact, of course, that under the FHA program, in the lower 
price bracket, you would have a minimum of 3 percent downpayment. 
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And generally speaking, the VA program has been of substantial help 
to lower cost housing. It has been one of the biggest tools that the 
ecenomy has had. 

And I might point out to you, sir, that even though the FHA pro- 
gram can supply these loans, the cost of closing the loan, the monthly 
operating cost, and so forth, added together, will make enough dif- 
ference so that it will disqualify a large number of these people. 
Just a slight increase of $4 or $5 a month in the monthly operating 
costs will knock out thousands and thousands of prospective builders, 
because they could not qualify. 

Mr. Grorce. Do you not think, now, it is the high interest rate that 
is causing some of the decline in the building industry ? 

Mr. Barriine. Well, it certainly has its effect. As interest rates 
get to certain points, automatically, unless you lower your qualifica- 
tions or lengthen the loan to do something to compensate for it, fol- 
lowing the same procedures that now are used in qualification, it 
would eliminate some people. That is true. 

Mr. Grorce. Suppose it would be possible to enact a law saying that 
a financial institution could carry two FHA loans, provided they 
take one GI loan ? 

Mr. Barturne. I would imagine under our free enterprise system 
they would exercise their privilege of perhaps not doing business 
with either one. I donot know. I could not answer that. 

Mr. Grorce. Could they get enough market otherwise / 

Mr. Barrie. I do not know, I just do not know, sir. But I 
mean it would be one of these things that they could have the right 
to or not, and I have no idea of what they would do under that 
circumstance. 

The Cuarrman. Mr. Flynn? 

Mr. Fiynn. Have you made any survey to determine what per- 
centage of your members also do home financing / 

Mr. Barriina. A very small percentage of ours do. I do not have 
that information with me. We conducted a survey last vear of the 
membership of our association, and I am very hazy on it, but if I 
remember, the figures are some very small percent, 1,2, or 3 percent, 
or somewhere in there. 

Mr. Fiynn. Do you concede that the high number of points across 
the country at a high interest rate does act as a deterrent to new hous- 
ing starts? 

r. Barring. As far as the VA program is concerned, our surveys 
indicate this is the basic deterrent in the drastic decline in the VA 
program. In many areas of the country, as Mr. Knox pointed out— 
and I have comparable figures here for my own information—that 
show that the discounts run from in most parts of the country 8, 9, 10, 
and even in some cases 11 points. And unfortunately, there is no way 
of compensating for that. So the builder just does not build these 
houses, and therefore they are not made available to the purchasers 
that we would like to make them available to. 

Mr. Fiynn. What recommendation does your association have to 
do something about these excessive prices that are being charged ? 

Mr. Barruine. Well, we think if the interest rate was on a par with 
the FHA, the discounts then would be even less than they are on the 
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FHA program, because the VA loan itself is a more desirable invest- 
ment. It is more desirable from an investment standpoint to have 
them in their portfolio than FHA. 

So we think if this were done, the VA loans would have less dis- 
counts involved than even under the FHA program. 

Mr. Fiynn. And what is the average FHA discount ? 

Mr. Barrie. I would say in most parts of the country now it will 
run somewhere in the neighborhood of 3 to 4 points; although in some 
areas, such as the Northeast, around the Boston area, there are no 
points involved in some cases. 

Mr. Fitynn. What is the average interest rate? 

Mr. Barriine. Of course, the interest rate is 534. That is statu- 
tory; plus one-half of 1 point insurance charge; making a total of 
61,—another reason why, if interest rates were comparable, in actual 
effect. the VA program, or the people buying under that, would have 
a half a percentage point in their favor as far as the interest rate was 
concerned. 

Mr. Fitynn. Do you feel that if the VA program were increased tc 
meet the current market ceiling of 614 percent with all costs included, 
it would stay at that figure? 

Mr. Bartriinc. What we are recommending, sir, is that it be in- 
creased to 534, not 614. The effective rate under the FHA program, 
because of the addition of this insurance charge, makes it that. So 
this would make the veterans’ program much more competitive, and, 
we think, attract a great many home buyers to this program. 

Mr. Fitynn. Do you think it would stay there? Or do you think it 
would have a tendency to increase the general interest rate on this and 
other commodities throughout the country ? 

Mr. Bartiine. In my own personal opinion, the whole question of 
interest rates is somewhat fluid at the present time. As you know, 
there has been some softening of bond rates in various parts of the 
country. And I think as long as business activity remains at the low 
it seems to be heading for in terms of sliding off, this would tend to, 
perhaps for the long haul, indicate some softening in interest rates. 

But the whole question is one of yield, I mean on a competitive 
basis, and if we cannot compete in the VA program on a competitive 
basis without these excessive discounts, therefore we do not use them. 

The Cuatrman. Any other questions? 

Thank you, sir. 

Our next witness will be representatives of the Veterans’ Adminis- 
tration, Mr. Driver and Mr. Brownstein. 

Is there anything new for the Veterans’ Administration, Bill, or is 
your testimony going to be just about like it was last time? 


STATEMENT OF WILLIAM J. DRIVER, CHIEF BENEFITS DIRECTOR, 
VETERANS’ ADMINISTRATION; ACCOMPANIED BY MR. BROWN- 
STEIN 


Mr. Driver. Our basic position on the legislation you are consider- 
ing is the same as it was the last time. We have a couple of modifica- 
tions in the law that we suggest for improvement. 

I can summarize briefly our position on these bills, 
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The Cuarrman. Let us do that, and then we will give the members 
a chance to ask you questions. 

Mr. Driver. Right. 

The principal Sill that you have for consideration, H.R. 9601, 
would extend the direct loan program and the guaranty program to 
February of 1965, provide for direct lending in urban areas, and in- 
crease the maximum loan from $13,500 to $17,500, financed by fully 

aranteed debentures at a minimum of 414 percent; $5 billion per 

cal year would be authorized, and we would be permitted to invest 
25 percent of the NSLI funds in the debentures. 

We are opposed to these measures on the basis that the readjust- 
ment concept on which the program was based is no longer justified 
after 13 years following the end of the war. 

This, as you know, is in accord with the view expressed by the 
President in his budget message. Also, it would increase Government 
competition with private industry and put an additional demand 
for mortgage funds in an already tight mortgage market. 

The investment of NSLI funds is not necessary because of the VA 
Treasury agreement recently reached, in our opinion. 

H.R. 9634 and H.R. 9993 are similar to the above, with the excep- 
tion that the interest rate would not be more than 414 nor less than 4, 
and only $3 billion per fiscal year would be authorized. 

We are opposed to these bills for the same reasons I have outlined 
on 9601. 

The other two bills, H.R. 12163 and 12185, contain suggested 
measures for (a) providing a flexible interest rate permissible to the 
Administrator of the VA; (5) permitting the waiver of the occu- 
pancy certification requirements under certain circumstances, and (c) 
authority in the VA to refuse to make direct loans were guaranteed 
loan financing is available at reasonable discount. 

We recommended these measures, because the interest rate author- 
ity is needed to make GI loans competitive in the market. The oc- 
cupancy certificate waiver is needed to prevent hardship to either 
lenders or veterans in certain cases. And the authority to refuse to 
make direct loans would improve VHMCP operations. 

The only other bill that we have comment on here, H.R. 11843, 
would place the loan guaranty program budget and funding pro- 
cedures on a revolving fund basis. 

We favor this measure, because it would put the budget estimates 
for loan guaranty on a net expenditure basis and give effect to the 
recommendation of the President in his budget message. 

That, very briefly, Mr. Chairman, is the V A’s position. 

The Cuamman. Do you have a list of the number of direct loan 
applications ? 

Mr. Brownstern. Yes, Mr. Chairman. I have one here. 

The Cuamrman. Would you give us a general summary of it? 

Could you give us a total, and then if anybody wants to ask any- 
body about specific States they can. 

r. Brownste1n. There are a total of 23,000 on the waiting list, 
Mr. Chairman ; 23,599, as of April 30. 
The Cuarmman. How accurate is that for a waiting list ? 
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Mr. BrownstEIn. We believe that it is entirely accurate, Mr. Chair- 
man, 


The Cuarrman. Mrs. Rogers, did you have a question ? 

Mrs. Rogers. Yes. 

Have you a breakdown by States? 

Mr. Brownstern. I have it by regional offices, Mrs. Rogers. 
Mrs. Rogers. Could you give us those ? 

Mr. Brownste1n. We can put that in the record. 

(The information referred to follows :) 
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The Cuarrman. I believe, Mrs. Rogers, you have in front of you a 
list of at least selected areas on direct loans. 

Mr. Frno. Bill, when you speak of a waiting list, exactly what does 
that mean ? 

Mr. Driver. Well, we take the veteran’s name and put his name on 
the list when he first inquires for a loan. When funds are available to 
make loans, we then mail out applications, and at that point we have 
a loss. They drop off. They do not want the loan. They have 
waited so long that the opportunity has passed, or for some reason they 
do not want the loan. And our experience has been that the waiting 
list has a loss, an attrition, of about 50 percent, when you get down to 
the point where you have the money to make the loan. 

Mr. Frvo. I would assume it is not from lack of desire. It is 
disgust. 

Mr. Driver. Well, in many cases I presume that the veteran may 
have died in the interim, Congressman, or his family status may have 
changed. He may have bought the home under some other method. 
He may be, as you say, frustrated from waiting. 

Mr. Brownstern. And some of them fail to qualify because of 
credit, or because of the appraisal. 

Mr. Driver. But the waiting list indicates that someone has come 
to us and said at one point: “I would like to get a direct loan.” And 
we put his name down. 

The CuarrMan. Mr. Randall? 

Mr. Ranvatt. In the words of my colleague from New York, not 
lack of desire but disgust, what is the average? You say you take 
their name and then funds are available. What is the length of time? 

Mr. Driver. The waiting time? 

Mr. RANDALL. Yes; have you made a computation ? 

Mr. Brownstern. It will depend, from region to region. In some 
Offices it is over a year. Others have very few on their waiting lists 
and we may be able to reach them within a matter of a month or two. 

Mr, Ranpaun, Now, [ had an occasion in my district where it was 10 
masts, and I could hardly believe it; but it does run over a year, you 
say 

‘Mr. Durver. You see, the number of veterans a plying for it in any 
community, as against the availability of funds, brings that result. 

Mr. [can see, then, why there is dissatisfaction. 

The Cuarrman. Mr. Halpern? 

Mr. Haurrrn. Is this so-called waiting list comprised of applicants 
only, or is it of those who actually have qualified for these loans ? 

Mr. Driver. They have to have applied for a direct loan. 

Mr. Hatpern. That is as far as it has gone ? 

Mr. Drrver. That is right. Whether they are qualified might be 
determined later, and some might be found not qualified. 

The Cratrman. Mr. George? 

Mr. Georce. Mr. Chairman, I think that bill said under the Presi- 
dent’s objection this would compete with private industry. 

Now, have you heard Mr. Knox and Mr. Bartling testify in favor 
of somewhat similar legislation? Do you not think they represent 
free enterprise in private industry ? 

Mr. Driver. Yes, I do. We are speaking of competing with the 
people who are in the lending business, 
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Mr. Brownstern. This was on the basis of the vastly expanded pro- 
gram that would have been called for in H.R. 9601 and some other 
measures, Congressman. 

Mr. Grorcr. I realize that. But actually, you are assisting one seg- 
ment of private enterprise with such legislation, and you may be com- 
peting with lenders on the other side. 

Mr. Driver. We are competing with the private enterprise whose 
main business is the lending business. 

Mr. Grorce. So apparently that plan is not getting the houses built. 

Mr. Driver. Certainly today it is difficult to get money to build a 
house; yes, sir. 

Mr. Geen Thanks, Bill. That is all. 

The Cuatrman. Mr, Flynn? 

Mr. Fiynn. Do you believe it is the purpose of Government to do 
that which is in the general welfare of, the people ? 

Mr. Driver. I certainly do, sir. 

Mr. Fiynn. And do you believe it is for the general welfare of the 
people that we have these high interest rates and these high points 
that they are paying for mortgages? 

Mr. Driver. I ice, of course, this is a matter of judgment, and it 
comes into the area of supply and demand. I think that, for example, 
in the matter of buying a home, where we have had the interest rate 
fluctuate in this program from 4 percent to 514, in other areas 6, over 
6, over the years it 1s just a matter of judgment how much should be 
charged and how much people are willing to pay. 

It would probably be better for the home buyer, from the better 
interest of the home buyer, if he could get loans without any interest. 
But we know, life being what it is, you have to pay something for 
what you get; that anyone who has the money to lend will try to 
get the highest return possible. Itis purely a matter of judgment. 

Mr. Fiynn. Do I gather from your the Department 
is going on record as being favor of the high points and high 
interest that veterans are paying for loans? 

Mr. Drrver. No, sir. We are merely going on record as stating 
that if there is to be a GI housing program, let us recognize the fact 
that unless the interest rate which is permissible under it can com- 
pete favorably in the market; the eligibility which he has is a pure 
fiction, because he cannot take advantage of it. We do not advocate 
that the interest rates be high; merely that they be permitted to be 
competitive, 

Mr. Frxynn. But do I gather from your testimony that you are 
doing nothing that would tend to fight the high interest rate? You 
wil) just Jet it take its own course / 

Mr. Driver. I think rhaps the GI program is not the area to 
contro) interest rates. think what we are considering here is the 
practical effect of a benefit available to veterans. And incidental to 
that it happens that the interest rate is essential] to getting a loan. We 
do not advocate, certainly, that the interest be permitted to go up and 
up and up; but as I say, we do advocate that in the overall good of 
having a program that will operate successfully in the sense that a 
veteran can get a house, the interest rate should be competitive. 

Mr. Fiynn. But you do not think the VA should be an agency to 
fight for high interest rates on behalf of the veteran ? 
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Mr. Driver. On behalf of the veteran, yes; we are anxious to do 
anything we can for the veteran. But we do not think we are doing 
him a favor, Mr. Flynn, to have a housing program with an interest 
rate attached to it that operates so that he cannot really get a house. 

Mr. Fiynn. But you oppose direct loans, if that be necessary, to 
fight the high interest rate that private enterprise has foisted upon 
veterans who want to build a home ? 

Mr. Driver. Our attittude on that is this: We can get money in 
two ways. We have been getting money in two ways under the pro- 
gram; by money made available for direct loans or by money through 
conventional: financing in the banking industry. It is our feeling 
that the best way to have a housing program operate is through private. 
financing and not through Government financing. And that 1s what 
we are stating here. 

Mr. Frynn. And you therefore oppose the $5 billion feature of 
the bill ? 

Mr. Driver. Yes, sir. 

Mr, Frynn. And you recognize that unless private enterprise has 
competition from some source to bring down these interest rates, the 
high interest rate will remain, do you not ? 

Mr. Brownstern. One of the problems, Mr. Flynn, is that in raising 
the $5 billion, we would have to go principally to the same sources to 
try and sel] the debentures as the people go to now in order to sell 
mortgages. And to try and float a debenture issue of $5 billion is go- 
ing to force up interest rates even higher than they are now. 

Mr. Fiynn. You are recommending that you take 25 percent, are 
you not, of the national service life insurance funds ¢ 

Mr. Brownstern. That was in the bill. We are not recommend- 
ing that that be done. 

Mr. Driver. We are opposed to it. 

Mr. Fiynn. If that money were used, you would not have to sell 
your debentures / 

Mr. Brownstein. That would be only about a billion dollars. What 
this bill would do is actually raise closer to $25 billion over the 5-year 
period. A billion dollars in our program would certainly not satisfy 
the needs of veterans. The largest year we had was in 1955, when we 
guaranteed loans totaling over $7 billion. 

Mr. Fiynn. Either you believe in high interest, or you believe in 
fighting high interest, do you not ? 

Mr. Brownste1n. We believe in making it possible for the veteran 
to get this benefit to which he is entitled. And we believe that the 
only way that this can be accomplished is by having him in a com- 
petitive status for the available funds. 

Mr. Fiynn. The veterans department is not making any recom- 
mendation in favor of the veteran to enable him to get these housing 
loans at a rate of interest substantially below what he would have to 
y ag the current ao Mag as offered by private enterprise / 

r. BrownsTEIN. We believe that to single out this program and to 


say that, “Here is the area where interest rates will he held,” whereas 
in all other areas they are allowed to seek their level, makes the 
program completely unworkable. 

Mr. Frynn. And you do not propose the inauguration of any 
features in this plan that would make it workable? By making it 
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workable, I mean to give the veteran a loan at something less than he 
‘an get it for in the private money market. 

Mr. Brownsrern, Under this plan, Mr. Flynn, we believe that it is 
quite likely, with the floor of 414 percent and no ceiling on the de- 
benture rate, that to try and raise enough money to make this program 
available to veterans generally could very well result in those de- 
bentures commanding a higher rate than the 5144 percent mortgage 
rate. 

Mr. Frynn. Now, your department has sat by and watched the 
veteran lose his opportunity to get a VA loan during the last 2 years, 
have you not ? 

Mr. Brownsrern. We have seen many times during the life of this 
program when veterans could not get financing. 

Mr. Fiynn. And what do you recommend now? What is the vet- 
erans department recommendation / 

Mr. Driver. We recommend principally a competitive interest rate 
which would permit the veteran to get a house under the program. 

Mr. Fiynn. With a 6-percent ceiling ¢ 

Mr. Driver. A 6-percent ceiling; yes, sir. 

Mr. Fuynn. And you are aware of all the connotations that would 
have insofar as the money market is concerned in other segments of 
our economy 

Mr. Driver. We are principally motivated by the fact that we have 
here two Government programs, one operating under a ceiling that is 
6 percent and the other 514, and we have seen the results to be, tragi- 
cally, that the veteran cannot compete and get a house. Our feeling 
is that the best way to satisfy the veteran’s need is to give us authority 
to raise the rate; not that we would say we would raise it to 6, but 
we certainly would move it above 5% if we are going to attract money 


lay. 

Mr. Fiynn. It was understood that there was to be a half a point 
difference between FHA and VA, when this was established, was it 
nat 

Mr. Brownstein. At the time that this was estab!ished, in 1944, the 
FHA section 203 rate and the VA rate had a half point difference. 
As a matter of fact, at that time I believe that most of the FHA home 
financing business was under section 603, which wes the Defense 
Housing Act, and that rate was 4 percent. They were equal at that 
time. 

During most of the periods of the program, they have been level, or 
no more than a quarter of a point difference. This wider spread has 
mainly been in the last few years. 

Mr. Fiynn. There has been a half a point for the last few years, 
has there not ? 

Mr. Brownstetrn. Well, they were equal for a couple of months in 
1959, from July until September. 

Mr. Driver. The half-point differential requirement was removed 
at that point, and we moved up to 5144. And FHA was already at 514. 

Mr. Fiynn. But do you believe that the veteran should have a half 
point differential, or should have the same rate as the other? 

Mr. Brownsretn. We would like very much for the veteran to be 
able to get his financing as cheaply as possible, Mr. Flynn. The 
problem is that when higher yields are obtainable on comparable 
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investments, lenders just divert their funds into those other channels. 
And they do not make GI loans. If they would make them at the 
lower rate, we would be perfectly happy to have the veterans get 
them at that rate, because we would like veterans to get these loans 
as cheaply as possible. 

Mr. Frynn. But you do oppose the Government making direct 
loans to the veteran at lesser rates ? 

Mr. Brownstern. The expansion of the program as contemplated 
here we believe goes way beyond the initial concept of what the pro- 
gram was intended to do. 

Mr. Fiynn. Thank you. 

The Cuarrman. Any questions ? 

Mr. Teague? 

Mr. Tracve of California. I would just like to compliment Mr. 
Driver and Mr. Brownstein for what I think was a very good espousal 
of the law of supply and demand in free enterprise, and I think it is 
in the interest of the veterans rather than against the interest of the 
veterans. Iagree with you. 

The Cuarrman. Any other questions? 

Mr. Fino? 

Mr. Fro. Bill, truthfully, and for the record, is your objection— 
when I say “your objection,” I mean the VA objection—against the 
continuance of the VA direct loan program primarily based on the 
fact that 13 years have elapsed since World War II, and that the 
veterans have had ample time to satisfy their desire for a home? Or 
is the objection based on the so-called unwarranted competition with 
private enterprise ? 

Mr. Driver. There are two things involved there. First of all, there 
are two categories of veterans, World War ITI and Korean. We are 
opposed to extending the law for World War II entitlement. And 
the main reason for that, the principle for it, is that we think that a 
13-year period is sufficient to satisfy any discommoding the veteran 
suffered as a result of his service in World War II in the area of getting 
a house. So we feel for the World War II veteran, the time has passed 
and the program should go out of the picture, as it is now required 
to do by law this July. For the Korean veteran, his entitlement re- 
mains, as you know, until 1965. We are not opposing that. 

In the direct loan program, entitlement for both war groups ex- 

ires this July. This is a supplemental program. And whether it 
for World War IT, whose readjustment, we think, is amply taken 
care of, or for the Korean, we feel that the best way to satisfy the need 
is not through direct loans, but rather through a competitive rate 
in the guaranty program for the Korean veteran. 

Mr. Fino. What would you say was the average age of the World 
War IT released veteran ? 

Mr. Driver. Today? He is about 41 today. 

Mr. Fro. At the time he was released from the service 14 years ago? 

Mr. Driver. Twenty-eight. 

Mr. Frno. In other words, he is 41 today ? 

Mr. Driver. Yes, sir. The Korean veteran is about 30 today. In 
other words, he has just reached the point where he most likely would 
be interested in buying a house, based on our experience with the World 
War IT veteran. And his entitlement continues until 1965. 
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Mr. Fino. Usually my experience has been, in talking to some of 
these veterans, that when you talk to a veteran of 28 or 30 years of 
age, he does not talk about owning a home. It is after he is married 
and has had a few children, and he is in his 40’s. That is when he 
starts thinking of ahome. So I think it is unfair to say, “13 years have 
elapsed, and you have had enough time to buy a home.” 

Mr. Driver. Well, we have had over 5 million World War II vet- 
erans buying homes. In 1946 and 1947 when they were coming out at 
an average age of 28 we had over 900,000 buy homes. 

I think you have to note the fact that we break down the percentages 
and we find that for the first time the Korean veteran is buying at a 
larger percentage than the World War II veteran. He has outstripped 
the World War II veteran, whose percentage of participation has gone 
steadily down from 100 percent of the business in 1946 to 45 percent 
of the foniaes in 1959. The Korean veteran participation indicates 
that isthe area where the need is. 

Mr. Brownstein. There is another thing, too, Mr. Fino. Although 
only 35 percent of the World War II veterans have gotten homes with 
GI loans, actually the last study I saw showed that about 60 percent of 
them owned their homes, the balance of them having gotten them 
through FHA or conventional loans. 

Mr. Ranpauu. Could I have that figure repeated? You said 32 
percent? Nowthere are 5 million total loans? 

Mr. Brownstern. Thirty-five percent. 

Mr. Ranpatu. Thirty-five percent. And what percentage owned 
their homes ? 

Mr. Brownste1n. About 60 percent. 

Mr. Ranpauu. Who conducted that survey? Did you do that? 

Mr. Brownste1n. No, sir. This was by the Census Bureau. 

Mr. Driver. This was World War II veterans. 

Mrs. Rogers. Then you feel after a certain number of years, our ob- 
ligation to the veterans is more or less over? 

Mr. Driver. We agree that Congress in putting the terminal date 
at 1960, as it did for the World War II veterans, using its judgment, 
is correct; in other words, that there is a period after which the neces- 
sity for readjustment assistance passes. And we simply are accept- 
ing that as a matter of principle. 

Irs. Rogers. It seems to me that the older ones need the homes these 
days, because many of them are being cut. Their compensation is 
being cut. And they have no place to go, and they have no homes. 
And it seems to me we have a very decided obligation to and interest 
inthem. The younger ones can get about more easily. They need the 
homes more. it seems to me there is a very great need for the older 
ones. 

Mr. Driver. The fact is, of course, Mrs. Rogers, that it is not the 
older person who is the normal homebuyer. It is the person whose 
family is forming, who is able to pay, whose income is higher. The 
hess of getting a home in the older age group is one of getting 

ancing of any sort. 

Mrs. Rocrrs. Some. are very anxious for homes. I see them all 
the time. I know. 

The Cuarrman. What do we say to a veteran who has tried to get a 
home every way he could and cannot get one? What do we say to 
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these 23,000 direct-loan applications? Obviously, they have not been 
able to get the money, or they would not be on the direct loan list. 

Mr. Driver. Well, I think probably, Mr. Teague, the question we ask 
ourselves first is: Because they are veterans, should they be in a cate- 
gory different from nonveterans ¢ 

The Carman. We have already established that. That has been 
established, and we have been practicing it for 13 years. 

Mr. Driver. Yes. But on the principle, we believe that there is a 
readjustment period after his service when he needs help in this area, 
and we, I think, are saying that after the lapse of a period of years— 
it happens to be 13 here—we think there has been ample opportunity 
for him to get a house with GI assistance. And after that time, he 
should be in the same position as anybody else. 

The Cuarrman. You have probably had a waiting list of 23,000 for 
the last year ¢ I 

' Mr. Driver. Yes. More than that; yes, sir. There is no question 
about the demand; none at all. 

The Cuarran. Mr. Fino, I hope you are not going to leave. 

Mr. Frxo. I have someone waiting for me upstairs. 

The Cuamman. We are going to dismiss Mr. Driver soon and take 
action on these bills. 

Mr. Frynn. How do you account for the fact that no American 
dollars are needed to reconstruct the American veteran when all these 
American dollars are needed to reconstruct Europe ? 

Mr. Driver. I think probably the need is quite different, the prin- 
ciple behind it is different. The veteran advancing in age, starting in 
1945 and 1946, began to get assistance directly to solve his problems. 
And while I certainly am no expert on the need for foreign aid; I am 
sure that there are differences in principle in these two programs. 

Mr. Fiynn. Do you subscribe to the theory that the European has 
more need for the American dollar than the American veteran does? 

Mr. Driver. I do not believe there is such a theory. 

Mr. Havrern. I would like to ask: How long is the life of this list ? 
In other words, how long could some of these 20-some-odd thousand 
have been on it ? 

Mr. Driver. How long could they have been on it? <A year in 
some cases. 

Mr. BrownsTEIn. Some areas probably over a year. 

Mr. Haurern. Over a year? 

Mr. Driver. Yes. But we would have worked through it, certainly, 
within a year and a couple of months. 

Mr. Hawprern. In other words, there is no one on this list that could 
be more than a year ? 

Mr. Driver. It is unlikely. 

Mr. Ranpauy. You stated you opposed the use of any of these 
NSLI funds, and I do not know whether this has any merit to it or 
not, but I do not know whether you specifically said why you are 
opposed to it. 

Mr. Driver. Well, we are opposed to the bill, the principles of the 
bill, and the features of the bill, of providing $5 billion in direct loan 
money. Weare opposed to this. 
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One of the methods of raising that money, Mr. Randall, is to in- 
vest approximately a billion of the NSLI fnud. We do not think 
this is the way to do it. 

Mr. Ranpaty. You are just against it all? You are not against 
the use of that? 

Mr. Driver. Yes, sir. 

Mr. Ranpauu. That is your reason for being against NSLI? 

Mr. Driver. That is right. 

Mrs. Rogers. You do not worry about the insurance. 

The Cuarrman. Thank you, Bill, and Mr. Brownstein. 

Your prepared statement will appear in the record. 

(The statement referred to follows :) 


STATEMENT OF THE VETERANS’ ADMINISTRATION BEFORE THE COMMITTEE ON 
VETERANS’ AFFAIRS, HOUSE OF REPRESENTATIVES, May 25, 1960 


Mr. Chairman and members of the committee, we are pleased to appear before 
you today and discuss certain bills pertaining to the loan guaranty and direct 
loan programs which are pending before the committee. We shall also report 
on the current status of these programs. 

There are many bills with the dual purpose of extending the loan guaranty 
program for World War II veterans from July 25, 1960, to February 1, 1965, and 
providing a new direct loan program during this period for veterans of World 
War II and the Korean conflict. Most of these measures are identical to 
H.R. 9601 and, in addition to the loan guaranty extension, contain the following 
principal provisions: (1) Direct loans could be made in urban as well as rural 
areas where guaranteed loan financing is not generally available; (2) the 
direct loan maximum would be increased from $13,500 to $17,500; (3) the 
direct loan program would be financed through the issuance by the Adminis- 
trator of not more than $5 billion per fiscal year in fully guaranteed debentures 
bearing not less than 4% percent interest; and (4) up to 25 percent of the 
national service life insurance fund could be invested in the proposed debentures. 

As we pointed out in our report of March 8, 1960, to your committee on these 
bills we believe that the 18 years since World War II which will have elapsed by 
July 25, 1960, is entirely ample to satisfy the readjustment concept on which the 
loan programs were based and that no further extension of these programs for 
World War II veterans is warranted. This view was expressed by the President 
in his budget message to the Congress on January 18, 1960. 

As the committee is aware, the direct loan program was established on a 
supplemental basis to aid those veterans in rural and semirural areas where 
private mortgage capital has traditionally been scarce. 

The proposed bills would depart from this pattern and permit loans in urban 
areas where private financing is not generally available. During periods, such 
as the present, when the loan interest rate is noncompetitive in the mortgage 
money market, the effect of such a provision would be to make most areas 
eligible for direct loans. In an already tight money market the additional 
demand for mortgage funds through the offering of up to $5 billion per fiscal 
year for the next 5 years, of debentures with an interest rate of not less than 
41% percent, would tend to increase the upward pressure on interest rates. This 
in turn would subject VA guaranteed loan financing with a fixed interest rate to 
even greater discounts and thereby further accentuate the demand for direct 
loans. Thus the fiscal operation of the program, by reason of a built-in competi- 
tive advantage over private lending sources, would thereby tend to perpetuate its 
need. 

The investment of up to 25 percent of the NSLI fund in the pronosed 414- 
percent debentures would involve around $1.4 billion. As your committee knows 
an agreement between the Department of the Treasury and the Veterans’ Ad- 
ministration provides for an upward adjustment over a 15-year period of the 
interest rate to be paid on the securities held by the NSLI fund. We believe 
that this VA-Treasury agreement is fair and equitable both to the fund and to 
the Government. Since the Government would have to raise money to redeem 
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the NSLI securities before the fund would have money available for investment 
in debentures, the proposed investment of 25 percent of the NSLI fund would 
complicate Treasury’s debt management problems. 

We cannot predict the costs of the bills since the amount of debentures to 
be issued would depend on the general availability of guaranteed loan financing. 
If the maximum $25 billion were used it would be enough for about 1,800,000 
loans at an average of $14,000 per loan. Assuming a 54-percent interest rate, 
an average maturity of 25 years, and an average loan life of 15 years, the esti- 
mated administrative cost would be about $500 per loan ($100 origination cost 
plus service charge of $400 based on one-fourth of 1 percent of unpaid bal- 
ance during the life of the loan). This would amount to $900 million for 
1,800,000 loans. These administrative costs, however, could be offset by any 
excess of interest payments received from direct loans over interest paid by 
VA on the debentures. In addition, the 1-percent feet charged the homeowner 
for origination costs and the 2-percent commitment fees from builders would 
also provide funds to offset origination costs and the costs of administration. 

Two bills, H.R. 9634 and H.R. 9993, have the same general purpose as H.R. 
9601 but differ in various details. For example, instead of proposing to issue 
debentures with an interest rate of at least 41%4 percent these measures would 
provide direct loan funds through the issuance of veterans’ home-loan certifi- 
cates with an interest rate of not more than 44% percent or less than 4 percent. 
Not more than $3 billion of these certificates could be issued per fiscal year 
and the Secretary of the Treasury would be directed to invest between 15 and 
25 percent of the NSLI fund in these securities. 

Under present tight-money conditions it is very questionable that 414-percent 
certificates could be marketed in any substantial amount. Substantially in- 
creased Government competition with private enterprise would result from 
the bills, however, as a minimum of $850 million from the NSLI fund would 
be made available for direct loans in any event. On the same bases as those 
assumed for H.R. 9601, the total administrative cost of H.R. 9634 snd H.R. 
$993 would be about $500 million for 1 million loans. 

In brief, we are unable to recommend favorable consideration of the mentioned 
proposals because we believe that the basic reasons for providing loan assistance 
to veterans of World War II are no longer applicable to the present situation. 
Furthermore, we cannot favor a program involving the issuance of Federal se- 
curities for large amounts of direct loan funds which would be in competition 
with private enterprise. 

We have received advice from the Bureau of the Budget that an extension 
of the World War II loan guaranty program from July 25, 1960, to February 1, 
1965, and the inauguration of a new program of direct loans for World War II 
and Korean conflict veterans, as proposed in these bills, would not be in accord 
with the program of the President. 

It is our belief that the concept of inducing private capital to satisfy the 
housing needs of veterans, on which the veterans’ home loan program was based, 
is sound and may best be preserved by authorizing flexibility in fixing interest 
rates at competitive levels in keeping with market conditions. 

Two bills now before your committee, H.R. 12163 and H.R. 12185, would give 
the Administrator authority to prescribe the GI loan interest rates as we have 
recommended. These measures would further improve the effectiveness of the 
loan guaranty program by permitting the waiver of the required certification of 
home occupancy in certain cases, and also authorizing the Administrator to re- 
fuse to make direct loans where guaranteed loan financing is available at rea- 
sonable discounts. Our detailed analysis of the Veterans’ Administration pro- 
posals embodied in these bills was submitted to the Congress on May 4, 1960. 
The Budget Bureau has advised that this legislation would be in accord with 
the program of the President. 

We also recommend enactment of H.R. 11848 in order to improve the budget 
and funding procedures of the loan guaranty program by establishing a revolving 
fund. This proposal would give effect to a recommendation made by the Presi- 
dent in his budget message of last January. It would place annual budget esti- 
mates for loan guaranty activities on a net expenditure basis but would make 
no change in the basic legislation and operations of the program. A detailed ex- 
planation of this legislation was presented to the Congress by the Administrator's 
letter of April 13, 1960. 
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As a background to the legislation which is under consideration by your com- 
mittee, I should like to review briefly the accomplishments of our loan programs to 
date. 

As of the end of April 1960, a cumulative total of $1,455,900,000 had become 
available in the direct loan revolving fund for making loans to veterans in rural 
areas and in small cities and towns where private funds for VA-guaranteed loans 
were not generally available. The $1,455,900,000 revolving fund was made up of 
$1,180,100,000 of Treasury advances, $221,900,000 of principal repayments, and 
$53,900,000 of proceeds from the sale of direct loans to private investors. 

By last April, expenditures for direct loans totaled $1,250,900,000; funds 
encumbered for loan applications in process amounted to $182,200,000; and 
$11,800,000 was outstanding in commitments to make loans to veterans to pur- 
chase homes to be constructed by builders. This left $11 million of uncommitted 
funds at the end of April. An estimated $7,400,000 from principal repayments 
has been allotted for loans in May and June before the scheduled expiration of 
the program on July 25 of this year. The $18,400,000 thus available will be 
enough to make about 1,720 loans, and on April 30 we had 1,711 applications on 
hand awaiting fund reservation. In addition, there were 23,600 veterans on 
our waiting list for direct loans at the end of last month. It has been our prac- 
tice to take the veteran’s name upon his initial inquiry and place him on the 
waiting list. When funds are available for more loans, applications are then 
mailed to the number of veterans which we estimate can be taken care of with 
the funds at hand. In doing this, we estimate a washout of some of the veterans 
who because of changed circumstances are no longer interested in direct loan 
financing. 

Through last April, 156,150 direct loans, amounting to $1,249,200,000 had been 
closed and fully disbursed and an additional $1,700,000 of partial disbursements 
had been made on 225 construction loans. Of the 156,375 direct loans on which 
full or partial disbursements had been made, 151,350 were on nonfarm residences 
and 5,025 were farm and farmhouse loans. 

On March 31, 1960, interest and miscellaneous income in connection with the 
direct loan program amounted to $162 million, of which $95 million had been 
paid to the Treasury as interest on direct loan advances and $5 million had 
been paid out in connection with liquidation proceedings, leaving a net balance 
of $62 million. 

To date, 7 percent of the direct loans have been repaid in full and 5 percent 
have been sold to private investors. Only three-fourths of 1 percent of the 
direct loans made have resulted in foreclosure. The outstanding principal 
balance of loans in force at the end of April amounted to $968.6 million. 

From the inception of the guaranteed loan program in the latter part of 1944 
through April 1960, the Veterans’ Administration has guaranteed or insured 
more than 5%4 million loans, totaling over $481 billion, to veterans of World 
War IT and the Korean conflict. About 95 percent of the loans were home loans, 
4 percent were business loans, and the remaining 1 percent were farm loans. 

The guaranteed home loan program has had a significant impact on the home- 
building and home realty industries. Since the program began nearly 2% 
million GI loans were guaranteed for the purchase of new homes. This is 
more than one out of every six new nonfarm private dwelling units started 
in the United States during this period. 

To date, 28 percent of the home loans guaranteed, 76 percent of the farm 
loans, and 90 percent of the business loans have been repaid in full. It has been 
necessary to pay claims on only 1 percent of the home loans. Net losses to 
date in connection with these claims amount to only 8 cents for every $100 of 
the original face amount of home loans guaranteed. 

To date, 35 percent of the World War II veterans and 14 percent of the Korean 
veterans have used their GI loan entitlement. This leaves over 9 million veterans 
of World War II and about 4,700,000 Korean veterans in civil life who have not 
used their loan entitlement. 

GI loan activity has been at a relatively low level for some time. This is due 
to the fact that the supply of mortgage money for GI loans has been diverted 
to the higher yields on alternate types of investment. The table below shows 
this trend. 
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Appraisal requests 
VA starts | for home loan 
Proposed Existing guarantee 
units units 
7,271 13, 697 6, 577 | 11, £33 
5, 173 12, 868 5, 892 | 13, (01 
4, 770 12, 848 5, 031 11, 458 
4, 132 11, 166 4,219 | 11, 836 
6, 408 11,070 4,419 | 15, 364 
7, 87 12, 208 5, 230 | 15, 725 
9, 442 16, 657 7, 681 19, 053 
0) 958 17, 926 10, 724 | 18, 609 
be 9,912 21, 233 11, 165 | 17, 266 
10, 640 26, 050 9, 876 19, 374 
June_ 10, 958 27, 164 8, 059 16, 975 
May-~_. Iiidswenwebecatecsaase 10, 255 20, 738 8, 243 | 16, 787 
11, 022 18, 875 8, 327 } 17, 597 
9, 739 23, 165 8, 432 | 18, 202 
6, 154 20, 987 7, 154 | 15, 958 
6, 931 17, 931 6, 396 | 17, 395 
9, 036 14, 794 6, 315 20, 261 
11, 022 15, 321 7, 131 19, 626 
14, 676 19, O89 10, 751 26, 594 
14, 355 26, 680 12, 442 | 24, 687 
13, 156 28, 522 13, 533 | 21. 429 


During the first 4 months of this year, the Veterans’ Administration has been 
asked to appraise a monthly average of only 18,080 new and existing dwelling 
units for GI loans. This compares with a monthly average of'27,810 in the same 
months a year ago and a monthly average of 44,920 during these same 4 months 
in the past 9 years. 

With the World War II guaranteed loan program terminating in July, it is 
time to take a fresh look at the benefit remaining for Korean veterans. So 
far in our program Korean veteran participation has been as shown in the 
table below : 


Number of loans guaranteed 
Percent of total loans 
guaranteed during year 


Year World War II veterans Korean conflict veterans 


During year World War Korean 


Cumulative | During year | Cumulative 


1, 117, 879 5 899 100.0 
1, 789, 402 203, 73: 100.0 -" 
2, 303, 975 514, 513 100.0 | 
3, 134, 697 337, 228 | 1, 821 1, 821 99.5 | 0.5 
3, 483, 415 208,718 | 39, 080 37, 259 88.9 1.1 
3, 777, 228 | 343, 813 | 114, 594 } 75, 514 82.0 18.0 
4, 276, 588 | 499, 360 | 272, 510 157, 916 76.0 | 24.0 
4.637.399;  360,811| 424421) 911 | 70.4 29.6 
4, 832, 578 195,179 | 539, 656 | 115, 235 62.9 | 37.1 
4, 908, 106 | 75, 528 612, 282 72, 626 51.0 | 49.0 
| 117, 505 45. 4 6 


5, 005, 723 | 97,617 | 729, 787 


It is noteworthy that Korean veterans constitute about 55 percent of the 
veterans using loan guaranty benefits Quring calendar year 1959. Consequently, 
the program potential in the next few years will depend upon the availability of 
mortgage money for the more than 414 million Korean veterans who have not 
yet used their loan benefits. Since the average age of Korean veterans is about 
30 years, they are prime potential homeowners. If mortgage funds were readily 
available we could have a volume of guaranteed mortgage loans of as much 
as 300,000 annually. However, to assure them of a competitive position in the 
mortgage loan market we would either have to see an improvement in the 
mortgage supply and a general reduction in interest rates so that the GI 5%4- 
percent loan will again attract investors, or authority given to the Administrator 
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to adjust the rate in keeping with market conditions. When such a rate is 
made comparable to similar alternative investments the lenders are attracted 
to the GI loan. Under these conditions the Korean veteran loan program alone 
should previde a substantial market for new homes. 

We have been experiencing a period in which the demand for investment 
capital has exceeded funds available. There have been some signs of an easing 
in bond and mortgage rates recently. However, the 5144 percent GI loan rate 
is still not attracting investors generally and the loans are available to veterans 
only in a limited supply. Even if there is a further improvement in the mort- 
gage supply it would be highly desirable for the VA to have the authority to 
adjust the rate upward or downward as necessary. 

This completes our formal statement, Mr. Chairman, and we shall be glad 
to answer any questions which the committee may have. 


SUMMARY OF STATEMENT OF VA BEFORE THE VETERANS’ AFFAIRS COMMITTEE 


H.R. 9601 and a number of identical bills 

Extend the direct loan program and the loan guarantee program to February 
1, 1965; provides for direct lending in urban areas and increase the maximum 
loan from $13,500 to $17,500, financed by fully guaranteed debentures at minimum 
of 41%4 percent rate; $5 billion per fiscal year authorized. Invest 25 percent of 
NSLI funds in debentures. 

We opposed these measures on the basis that the readjustment concept on 
which the program was based is no longer justified after 13 years following 
the end of the war. This conforms to the view expressed by the President in 
his budget message. Also, it would increase Government competition with 
private industry and put an additional demand for mortgage funds in an al- 
ready tight mortgage market. The investment of NSLI funds is not necessary 
because of the VA-Treasury agreement recently reached. 

IR. 9634 and H.R, 9998 

These bills are similar to the above except that the debentures cannot have an 

interest rate of more than 4% percent or less than 4 percent, and only $3 


billion per fiscal year is authorized, The VA opposed these bills for the reasons 
listed under H.R. 9601 above. 


H.R. 12168 and H.R. 12185 


These bills contain VA suggested measures and provide for (a) flexible interest 
rate, (b) waiver of occupancy certification requirements, and (c) authority to 
refuse to make direct loans where guaranteed loan financing is available at 
reasonable discounts. 

VA recommended these measures because the interest rate authority is needed 
to make G1 loans competitive in the market; the occupancy Certification waiver 
is needed to prevent hardship to lender and veteran in certain cases: and the 
authority to refuse to make direct loans would improve VHMCP operations. 
AR. 11843 

This bill would place loan guaranty program budget and funding procedures 
on a revolving fund basis. WA favors this measure because it would put loan 
guaranty budget estimates on a net expenditure basis and give effect to the Presi- 
dent’s recommendation in his budget message. 

The CHAIRMAN, We will go into executive session. 

First, we have a number of statements we wanted to put in the 
record. Will you read who the statements are from ? 

Mr. Jenxins. The American Federation of Labor and CIO are in 
favor of H.R. 9601. 

We have a statement from the American Legion. The American 
Legion is in favor of an extension, but they are opposed to the use 
of the NSLI funds. 

We have a statement from Congressman Morris of New Mexico. 
He is in favor of his bill, which is similar to H.R. 9601. 
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We have a statement from the Honorable Albert Rains. He is in 
favor of the bill, H.R. 9601, with certain reservations as to the amount 
of money, the $5 billion. He thinks that should be cut. But in gen- 
eral he is in favor of the bill. 

We have a letter from L. D. Shuter, of the Ohio State Teachers 
Retirement System, stating that the retirement funds for the teachers 
would be interested in bills similar to H.R. 9601, and he lists States that 
would be interested, such as Arkansas, Colorado, Idaho, Kansas, 
Michigan, Minnesota, North Dakota, Oregon, South Dakota, Utah, 
West Virginia, and Ohio. 

The CuHatrman. What about the Chamber of Commerce of the 
United States? 

Mr. Jenkins. They are opposed to it, sir. 

The Cuarrman. That isthe only one who is opposed to it ? 

Mr. Jenxins. Yes, sir. The US. Chamber of Commerce is op- 
posed to the extension of the program and the debentures, both. 

The Cuarmman. Do they give any particular statement as to why? 
The same reason the VA stated ? 

Mr. Jenkins. That is correct. They think it has served its purpose. 

(The statements referred to and other statements follow :) 


AMERICAN FEDERATION OF LABOR AND CONGRESS OF 
INDUSTRIAL ORGANIZATIONS, 
Washington, D.C., May 5, 1960. 
Hon. E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, 
Washington, D.C. 


Dear CONGRESSMAN TEAGUE: I am enclosing a brief statement on the views 
of the American Federation of Labor and Congress of Industrial Organizations 
on H.R. 9601, the bill on veterans housing which you have introduced. I under- 
stand that your committee will hold hearings next week in which you will be 
giving consideration to H.R. 9601 and other bills relating to veterans housing. 

As the enclosed statement indicates, the AFL-CIO favors enactment of H.R. 
9601. We believe passage of this bill will be in the best interest of the veterans 
most directly affected and the Nation as a whole. 

We would greatly appreciate it if you could arrange to have this letter and 
the accompanying statement included in the record of the current hearing. 

Sincerely yours, 
GeorcE RILEy, 
Legislative Representative. 


STATEMENT BY THE AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL 
ORGANIZATIONS 


The downturn in housing construction from the relatively high levels of the 
first part of 1959 is one of the major factors accounting for the current slowdown 
in economic advance and the actual recession which may be ahead. Indeed, the 
pattern of postwar recessions clearly shows that dips in residential construction 
have generally preceded and helped to cause the ensuing economywide slumps. 
There is grave danger that this pattern is being repeated at this very time. 

It is noteworthy that for a number of years residential construction under 
the program of Veterans’ Administration guaranteed mortgages, the so-called 
GI housing program, has been operating at extremely low levels. GI housing 
starts have been only slightly more than 100,000 during the past 2 years, less 
than 10 percent of total housing activity. In recent months, they have fallen 
off even more sharply. During the first 3 months of 1960, GI housing starts 
were 39 percent below the already extremely low level of the first quarter of 1959. 

There is no question that if funds were available on reasonable financial terms, 
many more veterans would use this program to obtain needed financing for homes. 
Of the 14.5 million veterans of World War II, some 9.5 million are still 
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eligible to avail themselves of participation in the GI program. In addition, 
some 4.8 million veterans of the Korean war are also eligible for the VA- 
guaranteed loans. 

It may be argued by some that veterans have had ample time to participate 
in this program if they wished to purchase homes and that now the program is 
no longer needed. In our opinion, this contention is completely unfounded. 
We have no doubt that many more veterans would purchase homes under the 
GI program if mortgage funds were available for this purpose on reasonable 
terms. 

Because we believe that there is still a great need for an effective GI housing 
program, we endorse the provision of H.R. 9601 which would extend the veterans 
home loan program to February 1, 1965. 

We also support the other major feature of H.R. 9601 which would make avail- 
able substantial funds for direct loans to veterans without raising current interest 
rates where housing credit is otherwise not generally available. The AFL-CIO 
strongly believes that the continuing rise in financing costs for housing, including 
the financing for housing for veterans, must be halted. By establishing a ceiling 
for GI housing interest rates and assuring a sufficient supply of funds to hold the 
ceiling, enactment of H.R. 9601 would help to stem the tide of ever-rising housing 
costs which is pricing millions of American families out of the housing market. 

A few figures illustrate how the extra cost of higher interest has heaped addi- 
tional financial burdens on the veteran homebuyer, assuming he was one of the 
fortunate ones to obtain a GI loan. A typical $13,000 VA loan for a typical 
27-year span cost 4 percent in 1952 which meant a total cost to the homebuyer 
over the life of the loan of $21,307. By 1957, the rate was up to 4% percent 
and the total cost of the loan amounted to $22,490. With the current 514-percent 
VA rate, the same $13,000 loan now produces a total cost of $24,336. This is 
more than $3,000 over the cost of such a mortgage in 1952. Moreover, the 
monthly interest payment on today’s loan is $16 more than on the loan made 
in 1952. 

H.R. 9601 would provide the tools for at least holding the line on GI interest 
rates. This bill would authorize the Veterans’ Administration to borrow up to 
$5 billion from private investors and the national service life insurance fund 
(but not to exceed 25 percent of the amount in the fund) to permit mortgage loans 
to veterans of up to $17,500. Such loans would be made in areas where private 
loans for GI housing at the GI housing interest rate are not generally available 
and where the veteran has shown that he has been unable to obtain such a loan 
from private sources. 

Enactment of H.R. 9601 would create for the first time a sizable source of funds 
for GI housing. It would put the GI housing program, still greatly needed by 
large numbers of veterans, back in business on a sound, reasonable basis. 

In the light of all these considerations, the AFL-CIO urges that this committee 
recommend enactment of H.R. 9601. 


VETERANS’ HOME LOAN PROGRAM 


THE AMERICAN LEGION, 
LEGISLATIVE COMMISSION, 
Washington, D.C., May 25, 1960. 
Hon. E. TEAGUE, 
Chairman, House Veterans’ Affairs Committee, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN TEAGUE: As you know, hearings are scheduled to be held 
this morning before the House Veterans’ Affairs Committee on your bill H.R. 
9601, which would extend the veterans’ home loan program, and so forth. 

On behalf of the American Legion I hand you herewith several copies of a 
statement by Mr. Sylvan King, chairman of the subcommittee on housing of our 
national economic commission. 

I respectfully request that both my letter and Mr. King’s statement be incorpo- 
rated in the record of the hearings. 

As indicated in Mr. King’s statement, the American Legion is glad to support 
legislation granting an extension of time for World War II veterans to obtain 
GI loans; H.R. 9601 would extend the time to February 1, 1965. 

The American Legion opposes the provisions of the bill as contained in section 
3(a) (1)—page 8, lines 14 to 17, which would authorize the Secretary of the 
Treasury to invest and reinvest not to exceed 25 percent of the national service 
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life insurance fund in the debentures proposed in H.R. 9601. This feature of 
H.R. 9601 was considered by the insurance advisory board of our national rehabil- 
itation commission at its meeting held in Washington on March 4, 1960. Our 
national rehabilitation commission has continuously opposed any legislation 
which would “open the door” or create a precedent for the diversion of trust 
funds for any purpose other than the benefit of policyholders. 

In keeping with our resolution the American Legion seeks the enactment of 
legislation which would grant the Administrator of the Veterans’ Administration 
the same authority to regulate interest rates on GI loans as the Federal Housing 
Administration Commissioner now exercises over FHA loans, with authority 
within realistic limits to increase or decrease rates to meet changing conditions 
as they occur, in order to assure the continued flow of GI loans under private 
auspices. 

The reasons we seek this legislation are set forth in Mr. King’s statement, 
attached. 

On behalf of Chairman King and the American Legion may I respectfully 
request that our position be given favorable consideration by you and the 
members of the committee. 

With kind personal regards, I am, 

Sincerely, 
Mites D. KENNEDy, Director. 


STATEMENT OF SYLVAN KING, CHAIRMAN, SUBCOMMITTEE ON HOUSING OF THE 
NATIONAL ECONOMIC COMMISSION OF THE AMERICAN LEGION 


Mr. Chairman and members of the committee, my name is Sylvan King, and I 
am chairman of the subcommittee on housing of the national economic com- 
mission of the American Legion. 

My purpose is to present for the consideration of the committee the views of 
the American Legion relative to the housing loan program administered by the 
Administrator of Veterans’ Affairs, which we all refer to as the GI loan program. 

Section 3. (a)(1) of H.R. 9601 (p. 7, lines 24 and 25, and p. 8, lines 1-14), 
would require the Administrator of Veterans’ Affairs to issue and sell to the 
public certain debentures in order to secure funds to meet the demand for loans 
by veterans. 

Also, in section 3. (a) (1) of H.R. 9601 (p. 8, lines 14 to 17), the Secretary 
of the Treasury is authorized to invest and reinvest not to exceed 25 percent 
of the national service life insurance fund in the proposed debentures. At its 
March 4, 1960, meeting our national rehabilitation commission adopted the 
recommendation of its insurance advisory board that this provision be not sup- 
ported. This recommendation is in line with traditional American Legion policy, 
which is opposed to anything that would “open the door” to create a precedent 
for the diversion of trust funds for any purpose other than the benefit of 
policyholders. 

I can also state we favor an extension of time for making application for 
GI loans for World War II veterans; H.R. 9601 would extend this time until 
February 1, 1965 (p. 1, lines 5 and 6). Our 1959 convention resolution seeks an 
extension of the time until July 25, 1962. 

Since the bill H.R. 9601 does not alter the 514-percent interest rate ceiling, 
we cannot support it in that respect since our position is not in accord with this 
provision. It is my personal opinion that the Federal Government should not 
compete with private lending institutions, but should limit its activities to 
the direct loan program as it is presently administered. 

As the committee knows, the American Legion has been an enthusiastic advo- 
eate and ardent supporter of the GI loan program for over 15 years. In that 
period over 534 million loans to veterans have been guaranteed or insured by 
the VA. However, we find today little action in the GI loan program. Veterans 
who want GI loans are having difficulty finding a willing lender in most parts 
of the country. The statutory ceiling interest rate of 51%4 percent is not attractive 
to lenders when they can obtain better yields on other comparable capital 
investments. 

So at a time when the program under existing law is due to expire for 
World War II veterans in a few months (July 25, 1960), and when over 9 million 
World War II veterans have not used their loan benefits, we find appraisal 
requests for both new and existing properties are coming into VA offices at the 
lowest volume since March 1958, and loan ‘applications at the lowest volume since 
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June 1958. The calendar years 1958 and 1959 were the years of least GI loan 
activity since the program became truly operative in 1946. 

We in the American Legion believe it should be possible for the World War 
II veterans and Korean veterans alike who want GI loans to be able to get 
them. As we view the problem, there are two legislative measures which must 
be enacted before this goal can be reached. 

First, the program for World War II veterans should be extended. At this 
time Mr. Chairman, I should like to have inserted in the record of the hearings 
the annexed copy of Resolution No. 622, adopted at the 1959 National Con- 
vention of the American Legion, which advocates a 2-year extension of the GI 
loan program for World War II veterans by moving the expiration date to 
July 25, 1962. I do not know how many of the 9 million veterans I mentioned 
above have no intention of ever using the benefit, but I do know that many 
veterans delayed their home purchase plans with the intention of using their 
GI loan entitlement in the latter years of the program. Also, many veterans 
undoubtedly made their initial purchases of homes using other means of fi- 
nancing with the intention of using their GI loan benefits at a later date when 
they were better able to afford the type of home which they wanted for their 
permanent residence. However, many of these veterans who waited until the 
last 2 years of the program to utilize the GI loan benefit have searched with- 
out success for the financing they desired. The GI loan just wasn’t available 
to many of them. 

The calendar years 1958 and 1959 have witnessed the lowest GI loan volume 
since the program began except for 1944 and 1945 when actually the program 
was not truly operative because of needed changes in the law and procedure 
which were inaugurated in 1946. In 1958 only 145,980 home loans were made 
under the GI loan program. In the first 11 months of 1959 only about 195,000 
home loans were closed and this includes 5 months in which the rate on GI 
loans was 5% percent. Compared with the previous low year 1949, with 
276,793 home loans closed, and the highest year 1955, with nearly 650,000 home 
loans closed, it is evident that these last 2 years have been much below par, 
as far as the veterans who wanted GI loans are concerned. 

We in the American Legion believe it is only fair that World War II veter- 
ans, who have been frustrated in their attempts to obtain GI loans for their 
homes in what appeared to be the closing months of the program, be given a 
real opportunity to obtain the benefit which was intended for them by the Con- 
gress and a grateful Nation. We believe many veterans who wish to improve 
their housing or have need to relocate in new areas where their careers have 
taken them are anxious to buy homes if GI financing is available. 

Consequently, we endorse and respectfully urge the committee to approve 
at least a 2-year extension of the GI loan benefits for World War II veterans. 

The second legislative measure we in the American Legion deem necessary 
is one which we urged the Congress to enact last year. The American Legion 
at its 1959 national convention resolved, in Resolution No. 623, that a similar 
resolution adopted at its 1958 convention be reaffirmed, to wit: 

“That appropriate legislation be enacted by the Congress to provide the Ad- 
ministrator of Veterans’ Affairs with the same authority to regulate interest 
rates on GI loans as the Federal Housing Administration Commissioner now 
exercises over FHA loans, with authority within realistic limits to increase or 
decrease rates to meet changing conditions as they occur, in order to assure the 
continued flow of GI loans under private auspices.” 

If you look at the above excerpt from our Resolution No. 623 you will note 
that the hypothetical possibility which served as one of the arguments for urging 
that the action be taken has, since the adoption of the resolution, become a real- 
ity. At the time the resolution was adopted both rates, GI and FHA, were at 
514 percent. Shortly thereafter the FHA rate was increased to 5% percent. 

In the competition for mortgage money in the capital markets it is obvious 
to all that the GI loan, with a maximum statutory interest rate of 514 percent, is 
at a distinct disadvantage in tight money periods compared with the FHA loan 
on which the interest rate is 534 percent. We respectfully submit that our 
proposal is necessary to keep the GI loan in a competitive relationship with other 
types of capital investments as changes occur in the money market. 

I do not want to create the impression that the American Legion favors in- 
creased interest rates on GI loans. We do not advocate a rate of interest which 
would be usurious under the laws of any State. There must, of course, be 
realistic limits on the permissible GI loan rate and the rate should be increased 
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or decreased within those limits to give the veterans a chance to compete for 
mortgage funds. If one is in great need of financial assistance to house his 
family adequately, a loan available with interest charges at or near the cur- 
rent market rate on other similar loans is far better than no loan at all, so long 
as the rate actually charged remains at or less than a previously established 
reasonable limitation on interest charges. 

The GI loan program activity has been one of peaks and valleys which marked 
and emphasized the inability of a fixed rate to compensate for changes in the 
availability of mortgage funds. At times a large volume of GI loan activity oc- 
curred under the maximum interest rate prescribed by Congress. However, in 
periods of tight money, such as we have been experiencing for the past several 
months, greater flexibility is needed in adjusting the interest rate on GI loans 
to assure a continued flow of private capital into that financing media. 

Comparing volume figures showing FHA and GI loan activity in recent years 
is a graphic method of illustrating the problem with which we of the American 
Legion are concerned. 


Interest rate Average monthly rate of— 
Period 
GI loans} FHA |VAappraisal| FHA sec. 203 
loans requests applications 
Percent | Percent 

May 1953 to November 1956... .....-......-.--.---.---- 4% 4% 68, 300 42, 120 
December 1956 to July 1957............--......---...... 4% 28, 400 32, 550 
August 1957 to March 1958__.....__....._...----------- 4% 54% 10, 290 43, 820 


On July 2, 1959, the VA rate was raised to 544 percent and in September 1959 
the FHA rate was raised to 5% percent. The short period was not sufficient to 
encourage any swing in financing media. 

It is apparent that the GI loan is a competitive investment which veterans 
can readily obtain only in those periods where the interest rates on FHA and GI 
loans are nearly equal. As the interest rate differential widens the availability 
of GI loans decreases. Naturally, there are other economic factors which bear 
on the availability of mortgage money generally and the interest rate flexibility 
which we in the American Legion urge you to adopt is not in itself a complete 
answer to the continuous flow of mortgage funds into GI loans for veterans. 
However, we repeat our recommendation of last year that the authority which 
we seek for the Administrator of Veterans’ Affairs would better enable him to 
adjust interest rates on GI loans to give veterans the maximum benefit of 
the law. 

There is every indication that the tight money situation will be with us for 
a continued period, probably for the remainder of the present statutory life of 
the World War II veterans’ benefits. So the American Legion’s two recommenda- 
tions are aimed at giving these 9 million veterans every opportunity to use the 
benefit if they desire to do so. 

With flexible interest rate authority in the Administrator of Veterans’ Affairs 
and a 2- or 4-year extension of the program, there should occur a period of 
adequate availability of GI loan money to serve the needs of those World War 
II veterans who still desire financing to aid them in sheltering their families 
but who have been unable to fulfill this desire in the recent and present tight 
money period. 

I should like to add, however, that the American Legion also favors continuing 
the direct loan program on the same basis as now authorized by law. As you 
know, Mr. Chairman, the direct loan program now operates in rural areas and 
in small cities and towns remote from metropolitan centers where guaranteed 
home loan financing is not generally available. 

We advocate a competitive interest rate within reasonable limitations for GI 
loans for all veterans, and an extension of time for World War II veterans to 
obtain the benefit which has often been denied them through the adverse effect 
of an unrealistic interest rate ceiling. 

I wish to thank the committee, both personally and on behalf of the American 
Legion, for affording me this opportunity to present our views on the GI loan 
program. I would alse like to express our appreciation of the committee’s 
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efforts to solve a most difficult problem. We are all working to protect the 
interests of our qualified veterans. 


1959 NATIONAL CONVENTION OF THE AMERICAN LEGION, HELD IN MINNEAPOLIS, 
Minn., AuGuUST 24-27, 1959 


Resolution No. 622. 

Committee: Economic commission. 

Subject: Extend period for making application for GI loans for World War II 
veterans. 


Whereas, there still are more than 9 million World War II veterans who have 
not made use of the GI loan entitlement ; and 

Whereas, many of these veterans’ homebuying plans have been interrupted 
because of unavailability of mortgage financing and for other reasons; and 

Whereas, many of these veterans will be unable to make use of their entitle 
ment by July 25, 1960, the present terminal date: Now, therefore, be it 

Resolved, That the American Legion in national convention assembled in 
Minneapolis, Minn., August 24-27, 1959, endorse an extension of the GI loan bene- 
fit for World War II veterans to July 25, 1962. y 


STATEMENT OF CONGRESSMAN THOMAS G. Morris, NEw MExIco 


Mr. Chairman and members of the committee, thank you for permitting me to 
appear before you in support of my bill, H.R. 9695, which provides for a 5-year 
extension of World War II veterans’ home loan program. 

There is no necessity for repetition of the fact that substandard housing is 
dangerous to our safety, costly to our communities, and breeds disease and 
juvenile delinquency. Typical of judicial language is Judge Crouch’s opinion 
in a 1936 case involving the New York City Housing Authority: 

“The public evils, social and economic, of such conditions are unquestioned and 
unquestionable. Slum areas are breeding places of disease which take toll not 
only from denizens but, by spread, from the inhabitants of the entire city and 
State. Juvenile delinquency, crime and immorality are born, find protection, 
and flourish. Enormous economic loss results directly from the necessary ex- 
penditure of public funds to maintain health and hospital services for afflicted 
slum dwellers and to war against crime and immorality. Indirectly there is an 
equally heavy capital loss and a diminishing return in taxes because of areas 
blighted by the existence of the slums.” 

It is the responsibility of the country as a whole to insure that preventive 
steps are taken to eliminate the slums and substandard housing conditions. One 
of the programs that is presently working in these areas is the veterans’ hous- 
ing program. In addition to producing desirable results in the better housing 
area, this program is directed toward a group of our citizens well deserving of 
this assistance. It is impossible to measure the sacrfice made by this group of 
their time, jobs, security, and even their lives and physical well-being for the 
preservation of our great Nation and its heritage. In recognition of this tre- 
mendous debt, the American public saw fit to grant certain benefits to these 
veterans, among which is the housing loan program. Part of this program is 
about to expire, and yet approximately 9 million eligible World War II service- 
men have not yet received their entitlement. One of the purposes of H.R. 9695 is 
to extend this home loan program until 1965 to insure that each veteran will 
have adequate opportunity to seek these benefits. This will in turn further the 
Nation’s welfare through providing better housing by means of this stimulated 
building program. 

My bill also increases the amount of a loan that can be guaranteed from 60 
to 90 percent when its purpose involves the construction, purchase, or improve- 
ment of home or farm. This would seem to be only fair in light of comparable 
rates available through the Federal Housing Administration’s program. A simi- 
lar and more realistic percentage would also put the veterans’ program more in 
line with what appears to be the common practice among buyers—that is, to 
pay approximately 10 percent and to finance the remainder, thereby requiring 
that some insurance or guarantee be made applicable to such remainder. 

The provisions for direct loans are about to expire. H.R. 9695 would not only 
extend these 5 more years but would increase the amount a veteran could obtain 
to a much more realistic figure—one that is more in line with the general 
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medium-priced housing range. This direct loan program would be financed 
through the sale of debentures issued by the Administrator which would have 
the effect of placing more investment into the stream of finance. Expansion of 
the economy in desirable directions would result and at no real expense to the 
public since these debentures will be repaid from the fund into which the vet- 
eran’s repayments from his direct loan would be deposited. These direct loans 
are still limited to areas where private capital is not generally available. The 
veteran must show that he is unable to obtain a loan from a private lender at 
an interest rate consistent with that authorized for the guaranteed home loans. 
Therefore, it would appear that no conflict with the interests of privae lending 
firms would exist. 

In my own State of New Mexico, there are several large retirement funds 
which are available for investment in this type of debenture, I would like to 
include a letter received from New Mexico State Superintendent of Public 
Instruction Tom Wiley, dated May 17, 1960: 

“H.R. 9695 has been studied by the schoolmen here in New Mexico, and it is 
our opinion that its passage would be highly advantageous. 

“First, it would provide a new prospect for investment of a portion of our 
permanent school fund at a good rate of interest in gilt-edge securities. 

’ “Second, it is my belief that veterans should have access to loans, such as this 
bill provides, in order to establish their own homes. 

“This testimony is not of great length but I vigorously urge the passage of 
H.R. 9695.” 

Also, I respectfully request that the following telegram received from Charles 
Wood, executive secretary, New Mexico Education Association be included in 
the official hearing : 

“NMEA Council session April 22, 1960, ‘motion was made, duly seconded, and 
passed, that the council support H.R. 9695 introduced by Representative Tom 
Morris, of New Mexico.’ ” 

I want to urge enactment of this or similar legislation because of the great 
need for better housing and the large number of veterans still eligible and in 
need of housing assistance. The benefits to our Nation’s economy resulting from 
the sale of these debentures also make the passage of H.R. 9695 very worth while. 
Thank you. 


STATEMENT BY CONGRESSMAN ALBERT RAINS, DEMOCRAT, OF ALABAMA 


Mr. Chairman and members of the committee, I appreciate greatly the op- 
portunity you have extended me to comment on H.R. 9601, introduced by the 
chairman, and other bills which would extend the GI loan program for World 
War II veterans and establish a new authority for the Veterans’ Administration 
to issue guaranteed debentures to raise funds to provide GI financing to vet- 
erans unable to obtain such financing in the private market. 

As I am sure the members of this committee know, I have always given my 
unflagging support to the GI program, both the guarantee program and the 
direct loan program which has been exceedingly successful in providing credit 
on liberal terms to veterans who live in small towns and rural areas. 

Under the present law the availability of GI loans for more than 9 million 
World War II veterans who have not used their entitlement will expire on 
July 25 next. Mr. Chairman, this indeed would be a tragedy and one I am 
confident that this committee and the Congress will avert. 

While it is true that the GI loan program has ben available to World War II 
veterans for a considerable period, we must recognize realistically that during 
many years in the postwar period World War II veterans were unable to avail 
themselves of their entitlement because of the inability to obtain GI loans in 
the private market. This has been especially true in recent years when restric- 
tive monetary policies have aggravated the shortage of mortgage credit, par- 
ticularly the shortage of funds for GI loans with their relatively low interest 
rate. Also, during part of the period we witnessed credit controls which im- 
posed minimum downpayment and maximum maturity restrictions which pre- 
vented hundreds of thousands of veterans from exercising their GI loan benefits. 

I heartily concur in the provision in H.R. 9601 and similar bills which would 
extend the GI loan program for World War II veterans until February 1, 1965. 
I aa” cannot see how this most worthwhile extension can even be contro- 
ve’ ‘ 
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Turning to the question of availability of credit for GI loans, I share the 
concern of this committee over the distressing fact that in the current tight 
money market GI loans at 5144 percent are just not available in most communities 
in our land. I deplore further that where such loans can be found they are 
often available only at discounts which are outrageously excessive. 

I also share what I regard to be the majority opinion, both on this committee 
and in the Congress, that any further increase in the GI loan interest rate is not 
the answer. Reluctantly the Congress has tried this avenue of solution a number 
of times in the past only to come to the bitter realization that all we have 
achieved is to raise financing costs to the veterans without materially increasing 
the availability of credit for GI loans. I have long subscribed to the theory that 
the GI loan is sort of an anchor rate in the money market and that in periods of 
tight money it is only self-defeating to raise the GI rate. All that happens 
when the GI rate is raised is that other users of long-term capital just bid 
higher and raise the entire structure of interest rates in the money market, which 
leaves the GI loan in the same position of relative disadvantage. 

And further, I am now firmly convinced that the Congress must take an un- 
faltering stand against any further increases in interest rates in the housing 
field. The plain truth is that we have seen interest rates rise to almost untoler- 
able levels and any further increases would raise financing costs so high that we 
would face the danger of a complete collapse in housing demand and deny mil- 
lions of families, including veterans, the benefits of home ownership. 

As for the specifics of the new financing program advanced in the chairman’s 
bill, H.R. 9601, I must frankly say I have not studied it in all its details. As the 
members of this committee know, the Housing Subcommittee and the Banking 
and Currency Committee’s attention has been absorbed for some time in emerg- 
ency mortgage credit legislation. I am pleased that our attention to this prob- 
lem of bringing immediate relief to the mortgage credit market culminated in 
the passage by the House, on April 28, of H.R. 10213, the Emergency Home Owner- 
ship Act. That bill, which I was proud to sponsor, by providing $1 billion of 
par money through the FNMA special assistance program to buy FHA and GI 
loans should bring immediate relief to halt a slumping homebuilding industry and 
will also immediately increase the availability of mortgage credit for Govern- 
ment-insured and guaranteed loans, particularly VA guaranteed loans. I am 
hopeful that the Senate will act favorably on the bill soon and I can only pray 
that the President will not, through exercise of his veto, deny to the home 
buying public and the homebuilding industry the relief they so sorely need. 

I am wholeheartedly in agreement with the objectives of the new financing 
program envisioned in H.R. $601 and see no conflict whatever between it and 
the recently passed Rains bill. Any plan to increase the availability of financing 
for GI loans deserves the most careful consideration and I think the chairman 
and other members who introduced similar bills should be complimented on the 
objectives of the plan and the ingenuous method whereby it seeks to achieve 
those objectives. 

Acknowledging again that I have not yet studied the plan in detail, although 
I promise to do so, I do want to leave several thoughts with the committee in 
your consideration of the bill. First, I would frankly have some reservations 
about authorizing the Veterans’ Administration to make direct loans competitive 
with private industry on such a large scale as $5 billion a year. I would have 
some reservations also about extending the concept of the direct loan program 
to apply all across the Nation, including our largest metropolitan centers. I 
believe strongly that we should leave the bulk of the job to private enterprise 
and private lending facilities, supplementing their efforts only at the most 
critical points with Government aid. I respectfully suggest to the committee 
therefore ‘that you seriously consider reducing the amount of debentures which 
Veterans’ Administration could sell in the private market under this plan, and 
also to restrict these direct loans to the smaller sized areas and communities 
where the shortage of GI financing historically has always been most acute. 

I have one other specific suggestion and that concerns the interest rate at 
which VA would issue debentures. As I understand it, the debentures could 
not carry an interest rate of less than 4% percent. I believe that this may not 
be a realistic figure bearing in mind the fact that these debentures would be 
guaranteed by the United States as to payment of both principal and interest. 
Quite conceivably a guaranteed 414-percent debenture could sell at a sizable 
premium and I respectfully suggest to the committee that more flexibility be 
given to the interest rate floor, 
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Let me repeat again my appreciation for this opportunity to testify and I hope 
that my brief comments may be of help to the committee. 


THE STATE TEACHERS RETIREMENT SYSTEM OF OHIO, 
Columbus, March 8, 1960. 
Hon. OLIN E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, 
Washington, D.C. 


DeAR REPRESENTATIVE TEAGUE: Sometime ago you requested my reaction to 
House Resolution 9601 providing for the issuance of debentures by the Admin- 
istrator of Veterans’ Affairs, guaranteed by the Government of the United States, 
and bearing an interest rate of not less than 414 percent. 

Such debentures would be legal for the investment of funds by this system. 
We would have an interest in such offerings, since they would provide greater 
diversification of our portfolio which now totals approximately one-half billion 
dollars. I believe that such debentures would also be attractive and legal for 
. most other public retirement funds, since they would be fully guaranteed by the 
Government of the United States. 

Sincerely yours, 
L. D. SHuter, Peecutive Secretary. 


THE STATE TEACHERS RETIREMENT SYSTEM OF OHIO, 
Columbus, May 9, 1960. 
Hon. OLIN TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D.C. 


DEAR REPRESENTATIVE TEAGUE: House Resolution 9601 provides for the issu- 
ance of debentures by the Administrator of Veterans’ Affairs, bearing an interest 
rate of not less than 414 percent, and guaranteed by the Government of the 
United States. 

Most State teacher retirement systems are authorized by law to invest funds 
in obligations of Federal agencies, especially if guaranteed by the Government 
of the United States as to payment of principal and interest. The debentures 
proposed in H.R. 9601 would be within this category. Therefore, they would 
be legal investment for the funds of most State teacher retirement systems. 

Such debentures would be especially attractive to those systems limited in 
their investment opportunities to U.S. Government and agency obligations, and 
to municipal bonds of their States. Such States include the following: Arkan- 
sas, Colorado, Idaho, Kansas, Michigan, Minnesota, North Dakota, Oregon, 
South Carolina, Utah, and West Virginia. 

Respectfully yours, 


L. D. Hxrecutive Secretary. 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D.C., May 18, 1960. 
Hon. OLIN E. TEAGUE, 
Chairman, House Veterans’ Affairs Committee, 
Old House Office Building, Washington, D.C. 

DeaR Mr. Teague: The Chamber of Commerce of the United States opposes 
H.R. 9601, H.R. 9934, and H.R. 9993, and urges that these bills be reported 
unfavorably because: 

1. These bills would continue to provide for readjustment benefits to vet- 
erans of World War II despite the fact that 15 years have elapsed since 
the end of hostilities and the justification for such programs has long 
since passed. Such benefits should be terminated as scheduled in the in- 
terest of reducing tax costs to all of our citizens, veterans and nonveterans 
ag Federal lending would be provided—and at less than prevailing 
market rates. This would result in subsidies to certain veterans at the 
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expense of other taxpayers, including veterans, and would involve substan- 
tially increased costs. 

3. Direct Federal housing loans, at subsidized rates of interest, constitute 
unfair Government competition with private financial institutions. 

4. The authorization for annual issuance of $3 to $5 billion in debentures 
by the Veterans’ Administration would breach sound fiscal procedure. Use 
of this back-door spending method would bypass normal budget controls. 

5. The possible annual intrusion of $3 to $5 billion in new Government 
debentures would provide a disruptive element in the Treasury’s manage- 
ment of the public debt. 

H.R. 9601, H.R. 9934, and H.R. 9993, if enacted, would postpone (for World 
War II veterans) the termination date of the veterans loan guaranty program 
from July 25, 1960, to February 1, 1965. 

This program was authorized in 1944 and provided that veterans of World 
War II could obtain assistance from the Veterans’ Administration in the 
purchase of a home by obtaining a guarantee on a portion of the loan. The 
program was first authorized for a period of 10 years after World War II was 
deemed to have terminated. The original termination date of July 25, 1957, 
has been extended to July 25, 1960. 

These bills would also postpone, to February 1, 1965, the termination date of 
the direct loan program (supplemental to the loan guarantee program) which 
was authorized in 1950, and under present law, will also expire on July 25, 1960. 
The direct loan program was to enable veterans living in rural and semirural 
areas to obtain direct loans from VA if they had been unable to obtain private 
financing from private lenders. 

The purpose of these programs benefiting World War II veterans was to assist 
them in readjusting to civilian life after their war service. By July 25, 1960, 
15 years after the end of hostilities, ample time will have been provided to 
satisfy this readjustment objective. Another extension is not needed now. 
Extension at this time would go far beyond the basic readjustment concept, and 
is unwarranted. 

Above all, the potential impact on the Federal budget merits serious consider- 
ation. A survey by the mortgage banking industry in 1956 disclosed that the 
average cost of closing a loan was $245 and the average monthly cost of servicing 
a loan was $1.37. On the assumption that approximately 1.8 million veterans 
would participate in the direct loan program, it is estimated that the gross cost 
of adminitsration (closing loans and servicing them over a 20-year period) would 
be in the neighborhood of $1 billion. Offsets to this staggering cost include the 
following: 

1. Difference between interest received (514 percent) and interest paid (414 
percent) on $25 billion—$187.5 million. 

2.. Fee charged veterans on all loans (1 percent )—$250 million. 

8. Commitment fees charged builders and sponsors—the estimated amount to 
be realized from such fees is unknown. 

It is a reasonable assumption that the program would eventually cost the 
Federal taxpayer upwards of $500 million. 

Continuation and expansion of the direct loan program would extend direct 
Federal competition with savings and loan associations, commercial banks, 
mutual savings banks, insurance companies, individuals, and others whose in- 
vestments in mortgages must be at rates determined by market conditions. 
Under these bills, direct Government loans would be made at rates fixed without 
regard to market conditions. Consequently, the many millions of people who 
regularly set aside their savings in these institutions would be adversely affected. 

H.R. 9601, H.R. 9934, and H.R. 9993 would, if enaced, provide for financing 
Federal direct home loan operations by sale of $3 to $5 billion in debentures 
annually. This proposed sale of debentures (or veterans home loan certificates) 
would bypass normal congressional controls. 

There is increasing concern about “back door” spending: The method of avoid- 
ing normal appropriations control by authorizing agencies to finance certain 
operations through borrowing from the Treasury or the public. This financing 
violates sound principles of financial management. 

The difficulties of the Treasury in marketing long-term Government securities 
are well-known. Permiting the Veterans’ Administrator direct access to the 
10- to 30-year Government bond market, would introduce additional complexities 
to Treasury marketing of regular Government long-term issues. 
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I would appreciate it if you would incorporate this letter into the record of 
your hearings on H.R. 9601, H.R. 9934, and H.R. 9998. 
Cordially yours, 


VETERANS’ HOME LOAN PROGRAM 


CLARENCE R. MILES, 
Manager, Legislative Department. 


CONGRESS OF THE UNITED STATES, 
HovusE OF REPRESENTATIVES, 
Washington, D.C., March 28, 1960. 
Chairman OLIN E. TEAGUE, 
Veterans’ Affairs Committee, 
House of Representatives, Washington, D.C. 

DEAR CHAIRMAN TEAGUE: I am transmitting herewith a copy of a letter I 
have received from the secretary of the New Mexico Education Association 
concerning my bill, H.R. 9695. I will appreciate it very much if you will 
have this correspondence included in the official record of my legislation. 

Thank you for your cooperation in this request. 

Respectfully yours, 
THOMAS G. Morris. 


NEw Mexico EpucATION ASSOCIATION, 
Santa Fe, N. Mew., March 15, 1960. 
Hon. Tom Morris, 
Member of the House of Representatives, 
Washington, D.C. 

DEAR Tom: I was instructed by the finance committee of the New Mexico 
Education Association at its meeting in Albuquerque, March 12, to convey to you 
their appreciation for your sponsorship and the work you have done on H.R. 
9695. 

The committee expressed interest in cooperating with you and doing whatever 
it was in their power to help in the passage of the measure. They believe that 
the passage of this bill would be of great importance to the State of New 
Mexico, not only from the standpoint of investments of our permanent funds 
perhaps, but in the providing of guaranteed home loans for veterans who are 
unable to obtain them through other sources. 

With kindest of personal regards, I remain, 

Sincerely yours, 
CuHas. M. Woop, 
Executive Secretary, New Mexico Education Association. 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D.C., May 17, 1960. 
Chairman OLIN BE. TEAGUE, 
Veterans’ Affairs Committee, 
House of Representatives, Washington, D.C. 


DEAR Mr. CHAIRMAN: I am enclosing a copy of a resolution adopted by the 
Fort Sumner Rotary Club favoring the continuance of the direct loan program 
of the Veterans’ Administration for the purchase and construction of homes for 
veterans. 

It will be appreciated if you will have this resolution incorporated in your 
committee records. 

Thank you for your attention in this matter. 

Respectfully yours, 
THomMas G. Morris. 
RESOLUTION 


Whereas the Fort Sumner Rotary Club has learned that President Hisen- 
hower has recommended to Congress that authority given to the Veterans’ Ad- 
ministration to make direct loans to veterans for home construction be allowed 
to expire on June 30, 1960; 

And whereas there has been in Fort Sumner no other regular source of loans 
for home construction other than direct loans from the Veterans’ Administra- 
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tion, the town being too small for the securing of such loans from banks and 
insurance companies ; 

And whereas in the State of New Mexico there are many other small com- 
munities facing the same problems as Fort Sumner with regard to financing 
home construction, which other communities would, with Fort Sumner, be 
adversely affected by the discontinuance of the direct loan program of the Vet- 
erans’ Administration : Now, therefore be it 

“Resolved, That the Fort Sumner Rotary Club by resolution goes on record 
as favoring the continuance of the direct loan program of the Veterans’ Admin- 
istration for the purchase and construction of homes for veterans; be it further, 

“Resolved, That a copy of the resolution, be sent to each of the Representatives 
and Senator in the U.S. Congress representing the State of New Mexico. 


V. J. Rogers, 

President, Fort Sumner Rotary Club. 
R. C. WITHERS, 

Secretary, Fort Sumner Rotary Club. 


I, R. C. Withers, Secretary of the Fort Sumner Rotary Club, do hereby certify 
that the foregoing is a true and correct copy of a resolution which was proposed, a 
seconded and passed by the Fort Sumner Rotary Club at a regular meeting held a 
in Fort Sumner on the 27th day of April 1960. 


R. C. WITHERS, 
Secretary, Fort Sumner Rotary Club. 


STATEMENT OF THE HONORABLE GERALD T. FLYNN FROM THE STATE OF WISCONSIN 
CONCERNING THE Brit, H.R. 12187 


The bill which I am introducing makes substantial changes in the veterans 
housing program. These changes have become necessary since the veterans hous- 
ing program is becoming inoperative as a result of the administration’s hard 
money policy. Last year the Congress raised the interest rate on veterans home 
loans from 4%4 to 5144 percent. This action did very little to improve the supply 
of mortgage financing for veterans home loans. The rapid rise in interest rates 
resulting from the policies of the administration exceeded the increase in in- 
terest rates authorized by the Congress. Very little additional mortgage financ- 
ing became available as a result of the interest rate increase. The situation has 
become progressively worse. High discounts are being charged throughout the 
country in connection with veterans loans. These discounts range upward to 12 
points and increase the interest yield to the lender to rates of 6 percent and 
above. 
Interest rates have increased rapidly as a result of the administration’s hard 
money policy, and are now in conflict with the usury laws of the various States. 
Suits are now pending in local courts to determine whether the high interest 
rates being charged, together with large discounts, are a violation of State 
usury laws. This has resulted in many institutional lenders withdrawing from 
the mortgage financing field until the issue is settled. The administration has 
offered, as its only solution to the shortage of mortgage financing funds for vet- | 
erans home loans, increases in interest rates. It is apparent this is not the } 
solution, since lending practices based on present high interest rates are now ; 
being questioned in the courts as violations of State lending laws. 
In a recent survey by the committee, the loan guarantee officers of the Veter- 
ans’ Administration in offices throughout the country have estimated that if 
the current tight money condition continues the Veterans’ Administration will 
make only about 150,000 home loans in 1960. These same offices estimate that | 
if mortgage financing were available, with moderate or no discounts, the veterans a 
home loan program would increase to 368,000 loans during 1960. 
There is no prospect that there will be a change in the near future in the 
administration’s hard money policy and there appears to be little likelihood an 
increase in interest rates would produce the desired result. The bill which I 
have introduced makes several major changes in the housing program and seeks 
other sources for veterans home loans. 
This bill authorizes the Administrator of Veterans’ Affairs to issue debentures 
for sale with maturity varying from 10 to 30 years at an interest rate of not 
less than 41%4 percent. These debentures will be offered for sale to the general 
public; however, they are designed to appeal to the major private trust funds 
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of the Nation, such as union trust funds, welfare trust funds, private estate 
trust funds, and trust funds developed through the retirement programs of the 
various States and municipalities for public employees. The debentures to be 
issued by the Administrator of Veterans Affairs will be guaranteed both as to 
principal and interest by the United States Treasury. The funds obtained 
through the sale of debentures will be utilized by the Administrator of Veterans 
Affairs for veterans’ home loans. 

The bill provides that the Administrator of Veterans Affairs may loan these 
funds any place in the United States where a shortage of mortgage financing 
exists. The maximum loan is to be $17,500. Discretion is left with the Admin- 
istrator of Veterans Affairs as to downpayment; however, 100 percent loans are 
permitted under the bill. The bill authorizes the Administration of Veterans 
Affairs to charge the veteran borrower a 1-point fee at closing. Builders or 
sponsors who receive a commitment will be required to pay a 2-point fee for a 
fund commitment or fund reservation under the bill. These funds will be de- 
posited by the Administrator of Veterans Affairs in a revolving fund to protect 
the Government from loss. The bill provides that the Administrator may sell 
debentures at 41% percent. The interest rate for the veteran’s loan will remain 
the same as provided in the existing program—514 percent. The Administrator 
will have available the margin of three-fourths of 1 percent to offset his admin- 
istrative costs in placing and servicing the loans. 

The bill provides that the Administrator of Veterans Affairs may sell not to 

exceed $5 billion in debentures in any 1 fiscal year. It provides that the 
Administrator may invest not to exceed 25 percent of the national service life 
insurance fund in the debentures. The bill extends the housing program for 
World War II veterans until February 1, 1965, so that the World War II pro- 
gram will be scheduled to expire on the same date with the program for Korean 
veterans. 
- This bill does not alter the guaranteed home loan program in any way. Pri- 
vate lenders may continue to participate in the veterans’ guaranteed home loan 
program. It is intended that the program of home loans to be made by the 
Administrator of Veterans Affairs through funds obtained by selling debentures 
will supplement the guaranteed home loan program which is presently operating 
through private lenders for World War II and Korean veterans. 

If it is not possible to secure enactment of my bill during this session, we 
should continue to study the utilization of trust and pension funds in the veter- 
ans’ housing program and immediately provide a 2-year extension of both the 
guaranteed and direct loan programs as they exist today. 

Consideration should be given to the expansion of the direct loan program 
to include communities that are not presently eligible for direct loans where 
past experience has shown that mortgage financing is not available for veterans 
wishing to buy homes. 

In Wisconsin today we have 177 veterans on the direct loan waiting list. Un- 
less the program is extended these and other veterans will not be able to obtain 
financing for the purchase of a home. 

The Administration has urged Congress to establish a flexible rate for the 
veterans’ home loan program similar to that for FHA. I am opposed to a flex- 
ible interest rate on veterans’ home loans, I feel that the present ceiling of 514 
percent is high enough and should be attractive to the lenders, especially in view 
ef the fact that a veteran’s home loan is guaranteed by the Veterans’ Admin- 
istration and lenders today participating in the program have not lost any money 
due to the guarantee. Therefore the guarantee is worth something and should 
be taken into consideration by the lenders in making their allocations of their 
investments for home mortgages. 


TOMPKINS-ACHER INC., 
Orlando, Fla., May 20, 1960. 
Representative E. 
Chairman, House Committee on Veterans’ Affairs, House Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN TEAGUE: I would first like to express my appreciation to 
the committee for permitting me to submit a statement in support of H.R. 9601. 

I have been a builder under the VA and FHA programs in Florida for the 
past 10 years. Educationally, I hold the degrees of LL.B. and LL.M. and have 
been admitted to practice before all the courts in the District of Columbia in- 
cluding the U.S. Supreme Court. 
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Martin Andersen, owner and publisher of the Orlando papers, and his man- 
aging editor William Conomos have always been proponents of better housing 
and the VA program in particular. I would like now to quote from one of their 
editorials published in the Evening Star on May 6, 1960; 


“TiGHT MONEY HURTING HOME BUILDING 


“Despite the encouraging volume of from $3 to $5 million a week in real 
estate sales, principally in home transactions, in Orange County this year, the 
tight market in mortgage money which prevails throughout the Nation is having 
its deterrent effect on new construction in the central Florida area. 

“This condition is evidenced by April figures on dollar volume of building 
permits issued by Russell Jacobsen, county zoning director, as compared to the 
same period of a year ago. 

“The April total this year for 650 building permits, including 216 contem- 
plated new homes, amounted to $3,671,637, which was $2.7 million less than the 
total of $6.3 million for April of last year when 1,098 permits were issued, in- 
cluding 687 residences. 

“For the first 4 months of this year to date the dollar volume of new con- 
struction in the county has reached a total of $15.7 million, which is mofe than 
$7 million short of last year’s dollar volume of $23.1 million for the corre- 
sponding 4-month period. 

“Central Florida builders are urging the passage of a bill introduced in Con- 
gress by Representative Olin E. Teague, chairman of the House Committee on 
Veterans’ Affairs at Washington, which would ease the tight mortgage money 
situation by eliminating the high discount rates now prevailing to purchase a 
VA loan. Builders are now having to pay a nine point discount for every GI 
loan processed. This amount is not included in the appraisal and comes from 
the builder direct.” 

The VA housing program is hanging on the ropes at the moment. I would 
like to tell you what the VA builder in Florida has to pay to build under this 
program. To obtain construction financing, the banks are requiring a 2 point 
discount and charging interest at the rate of 6% percent, which runs until the 
permanent loan is closed. At loan closing we are having to pay a 9-point dis- 
count. In addition, many of the large correspondent banks are requiring the 
Florida banks to maintain compensating balances. The local banks, in turn, 
are passing that along to the builder as well. We hear and read from many 
sources that money is easing. The supply of money may be easing but the terms 
are certainly prohibitive. 

Housing is the biggest industry in the United States and it affects over 5,000 
other industries and businesses. If the VA program should die, the building 
and loans will thrive for a while with the home purchaser paying 3 percent 
discount and up to 6.6 percent interest ; at least those are the terms prevailing in 
Florida at the moment. These institutions do not have enough money to supply 
the demand and when they reach the point that their supply is depleted, this 
Nation is in for a good depression, Incidentally, we are the largest homebuild- 
er in central Florida and about 98 percent of our sales are VA. 

I was shocked to hear from all sources, both in Congress and in the executive 
branch of the Government, that the administration has let it be known that the 
President will veto any housing bill which is passed by Congress. It seems to 
me that such an attitude is directly in conflict with the constitutional pro- 
vision for separation of the executive branch and the legislative branch of 
Government. It is too bad that more individual builders and veterans do not 
let Congress know what they are thinking. The trouble is, they are lulled into 
a feeling of security through their various organizations and societies which 
have lobbyists in Washington. 

I would like to also point out that the present discount rate prevents an 
individual GI from building his own home. It also penalizes the veteran who 
bought his home under his GI rights and is transferred without much notice. 
In such a ease, the only way he can sell his house in a hurry is to refinance 
under the VA program and, here again, if he does so suffers a severe loss. 

I would like to suggest an amendment to H.R. 9601, which I believe is neces- 
sary to accomplish your intentions, I would suggest that subparagraph No. 1, 
under paragraph “B” on page 3 be amended to read as follows: 

“(1) he is unable to obtain from a private lender in such housing credit short- 
age area, at an interest rate not in excess of the rate authorized for guaranteed 
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home loans, or is unable to secure such a loan at a reasonable discount not to 
exceed 3 percent of the amount of the loan, a loan for such purpose for which 
he is qualified under section 1810 of this title: and” 


If the bill is not so amended, it would be a rare case where you would have 
a housing credit shortage area because investors and/or FNMA would continue 
to buy VA loans at terrific discounts. 
If I can be of any further assistance, please advise. 
Sincerely, 


BERNARD M, ACHER. 


Harry J. STEVENS, INC., 
Newark, N.J., March 19, 1960. 

Hon. TEAGUE, 

Chairman, Veterans Affairs Committee, 

House of Representatives, Washington, D.C. 


Str: In Headlines which is the periodical issued by the National Association 
of Real Estate Boards it quotes: “World War II Veterans Nearing End of GI 
Program Eligibility.” 

I do not know how the poorer people can finance deals unless they have the 
benefit of the GI mortgages where they can buy with a small amount of cash 
and a long-term mortgage. 

If you could see the improvement in neighborhoods and the changes that 
have taken place in properties since the GI’s have bought, you would be 
delighted and pleased just as I am. 

The GI bill of rights needs to be continued. A great number of the World 
War II veterans have not been able to save enough money to buy a house but 
they are gradually accumulating it, and this governmental help of guaranteeing 
the mortgage is paying good dividends. 

We will all appreciate your good efforts in behalf of the veterans to extend 
the World War II veterans rights until July 1965 to run out concurrently with 
the Korean war veterans rights. 

Yours very truly, 
Harry J. STEVENS, President. 


STATEMENT OF Louis G. MELTZER, REPRESENTING SUBURBAN MARYLAND BUILDERS 
ASSOCIATION AND THE NORTHERN VIRGINIA BUILDERS ASSOCIATION, IN CONNEC- 
TION WITH HEARINGS ON H.R. 9601 


Mr. Chairman and members of the House Veterans’ Affairs Committee, my 
name is Louis G. Meltzer, and I represent the Suburban Maryland Builders Asso- 
ciation and the Northern Virginia Builders Association. I want to present to 
this committee our thoughts relative to the GI loan program and bill H.R. 9601. 

1. We approve an extension of time for making application for GI loans for 
World War II veterans in accordance with H.R. 9601, which would set an expira- 
tion date of February 1, 1965. We feel that many veterans have not taken 
advantage of this program because they were unable to secure the necessary 
financing ; and should such financing become available, we are sure many of them 
would use their GI loan benefits. 

2. In connection with this problem of securing financing, we strongly urge that 
the Veterans’ Administration be given authority to set realistic interest rates on 
GI loans. GI loan interest rates have consistently been held below market rates 
on FHA and conventional mortgages, which has naturally caused lenders to buy 
the mortgages paying the higher rates. This has resulted in a system where large 
discounts have been placed on GI loans in order to make them attractive to 
lenders. 

3. We favor some direct loans in hardship areas, particularly in rural areas 
and locations distant from metropolitan financial sources, but urge this be kept 
to a minimum so as not to encourage competition with private sources. 

4. It is our feeling that a central mortgage agency, possibly under the auspices 
of FNMA, is needed to help stabilize the flow of mortgage money for Government- 
aided housing. There has been an inordinate amount of fluctuation in this field, 
a fluctuation not warranted by the laws of supply and demand or by the desires 
of either the Government, the home buyer, or the builders. The homebuilding 
industry is entitled to its fair share of our available credit resources. 

May I thank this committee for the opportunity of presenting our views, and 
for its interest in exploring the methods whereby we may reach our common 
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objective of supplying better housing for our veterans at terms within their 
financial capabilities. 


McIwAINE INSURANCE AGENCY, 
Huron, S. Dak., May 9, 1960. 

Hon. OLIN TEAGUE, 

Chairman, Veterans’ Affairs Committee, 

House of Representatives, 

Washington, D.C. 


DEAR CONGRESSMAN TEAGUE: This letter is being written to urge you to take 
action on bill H.R. 11160. This bill would extend the direct veterans loaning 
program which enables GI’s to borrow up to $13,500 with little or no down- 
payment for the purchase of housing. As I understand, the present program 
will expire July 31, 1960. 

In rural areas such as this, there is no other financing available such as 
the present direct lending program provides. The FHA does have convenient 
terms, but our local banks and other lending institutions will not make a loan 
to anyone with less than a 15-percent or 20-percent downpayment. Therefore, 
as far as the average veteran is concerned, once the present program expires 
he will not be able to purchase a home for many years and perhaps never. The 
only GI loans made through commercial lending institutions are those to veterans 
who own a business with very substantial bank deposits. How many veterans 
are in this position? 

The interesting fact about this whole program is that it is one of the few 
Government enterprises which has not cost the taxpayers money. In the 10 
years that the Sioux Falls office of the Veterans’ Administration has been 
making loans, the rate of foreclosure has been only 0.63 percent. As the 14 houses 
that were involved in these foreclosures were readily resold the loss has been 
practically nothing. After paying the Treasury Department a fee for the use 
of the money, the Veterans’ Administration has been able to buildup reserves of 
a very substantial nature. 

At this time there is a list of 375 people in the Sioux Falls office who are 
waiting for direct loans. I am sure these veterans do not realize that at the 
present time there are funds available for only about 50 such loans. Unless this 
program is renewed, the rest of the veterans will be unable to secure housing. 
Not included in this group are a great many Korean veterans who are just now 
becoming financially able to purchase their own homes. This is a serious 
situation. 

It is most important to the veterans in this area that a bill such as Representa- 
tive McGovern has proposed be enacted before the present Congress adjourns 
in order to save the direct lending program. I am writing both as a veteran 
of World War II and a real estate broker, and can assure you of the necessity 
of such a program in our particular area and State in general. 

Thank you for your consideration of this matter. 

Very truly yours, 
MONTGOMERY. 


Wear & WELLS, 
Paris, Tex., January 23, 1960. 

Representative OLIN BE. TEAGUE, 

House of Representatives, 

Washington, D.C. 

Dear Sir: It has been brought to my attention that you are authoring a bill 
to sell 5 billion in debentures to the public and to national service life insurance 
fund, in order to make direct loans to veterans at 514 percent for loans up to 
$17,500. We wish to commend you on this for it is certainly needed. The 
veterans in this town of some 25,000 people have taken a beating for they 
eannot get financed under any circumstances or conditions. As far as I know, 
there has been only one GI loan made in the lats 5 to 7 years’ time, or maybe even 
longer. 

With best wishes to you for the new current session and on this particular 
bill, I am, 

Respectfully yours, 
T. D. WELLS. 
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STATE oF NEw York, 
DEPARTMENT OF AUDIT AND CONTROL, 
Albany, February 24, 1960. 
Hon. E. TEAGUE, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, 
Washington, D.C. 


DEAR CONGRESSMAN TEAGUE: Comptroller Levitt has requested me to acknowl- 
edge your letter of February 2, with which you enclosed a copy of your bill (H.R. 
9601). 

As the comptroller stated in his letter of January 28, he intends to discuss your 
bill with his investment advisory council at his next meeting with them, which 
should be sometime in March. 

The average yield on all investments of the New York State Employees’ Re- 
tirement System fund is currently 3.7 percent. This average yield covers obli- 
gations of U.S. Government, State of New York, municipalities within the State 
of New York, corporate bonds and U.S. Government guaranteed mortgages. 

Concerning other public pension funds in the State, we do not have availa- 
ble this information. 

Very truly yours, 
ARTHUR LEVITT, 
State Comptroller. 
By F.M. WHALEN, 
Director of General Accounts and Finance. 


THE JOURNEYMEN BARBERS, HAIRDRESSERS, COSMETOLOGISTS AND 
PROPRIETORS INTERNATIONAL UNION OF AMERICA, 

February 8, 1960. 

Re H.R. 9601. 

Hon. OLIN E. TEAGUE, 

Chairman, Committee on Veterans’ Affairs, 

House of Representatives, 

Washington, D.C. 


HonoraABiLeE Siz: Thanks for directing our attention to this bill that, among 
other things, extends home loan benefits for World War II veterans to Febru- 
ary 1, 1965. 

We believe this bill, in addition to being helpful to the veterans of World 
War II, who are entitled to such assistance, is also good for the economy of 
our Nation and that it will release other much-needed housing facilities for the 
citizens of our country who are nonveterans. 

Should this trust fund get into the position of making long-term investments, 
I am sure that our board of trustees will agree with me that such investment 
would be good and proper. However, presently all of our investments are in 
banks and 90-day Government notes. We do this to keep our funds more 
liquid. 

Trusting this explains our position, I am, 

Sincerely and fraternally, 
Gro. Husk, 
Secretary-Treasurer. 


New York STATE TEACHERS RETIREMENT BOARD, 
Albany, January 21, 1960. 

Hon. OLIn E. TEAGUE, 

Chairman, Committee on Veterans’ Affairs, 

House of Representatives, Washington, D.C. 

Dear Mr. TEAGUE: I have your letter of January 19 with reference to provi- 
sions of your bill, H.R. 9601, introduced on January 13 and referred to the Com- 
mittee on Veterans’ Affairs. 

The investment program of the New York State Teachers Retirement System is 
limited to investments which are allowable under the savings bank law of New 
York State. At the present time we are investing rather heavily in Capehart 
housing mortgages and also in apartment and office buildings on a conventional 
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basis. The present interest rate on conventional mortgages is in the neighbor- 
hood of 6 percent or better and the yield on Capeharts is better than 44% per- 
cent. Of course, there is no guarantee that good rates like this will continue 
and the bill you have in mind might, over a long period of time, be very attractive 
and certainly it is a safe investment since it is guaranteed by the Government of 
the United States as to payment of principal and interest. 

If your bill is approved and becomes law, I have no doubt that our system 
might be interested, if allowed by our law, to participate in such an investment. 
I see no need of my testifying regarding the proposed legislation. 

Sincerely yours, 


VETERANS’ HOME LOAN PROGRAM 


C. B. Murray. 


INTERNATIONAL ASSOCIATION OF MACHINISTS, 
Washington, D.C., February 11, 1960. 

Hon. E. TEAGUE, 

Chairman, Committee on Veterans’ Affairs, 

U.S. House of Representatives, Washington, D.C. 

Dear CONGRESSMAN TEAGUE: This will acknowledge your letter of February 3 
to former Secretary-Treasurer Eric Peterson, who is now retired, which has been 
referred to me for action and reply. 

Our legislative representative has studied H.R. 9601, the bill which you intro- 
duced on January 13 to extend the veterans’ home loan program to February 1, 
1965, and to provide for direct loans to veterans in areas where housing credit 
is otherwise not available. 

I am particularly pleased that you, as chairman of the Committee on Veterans’ 
Affairs of the House of Representatives, introduced this much-needed legislation, 
which we heartily endorse, including the provision which directs the Administra- 
tor of Veterans’ Affairs to issue the 10-year to 30-year debentures with a mini- 
mum interest rate of 4144 percent. 

We hope this worthwhile proposal and the other provisions of H.R. 9601 will 
repo favorable action by your committee and the Congress of the United 

ates. 

With best wishes, I remain, 

Sincerely yours, 
A. J. HAYEs, 
International President. 


STATEMENT SUBMITTED IN BEHALF OF THE AMERICAN LIFE CONVENTION AND THE 
Lire INSURANCE ASSOCIATION OF AMERICA 


This statement is being made in behalf of the American Life Convention and 
the Life Insurance Association of America. These two associations have a com- 
bined membership of 284 life insurance companies which hold 98 percent of the 
assets of all life insurance companies in the United States. 

The vital interest which the life insurance companies have in sound housing 
and mortgage policy by the Federal Government can best be illustrated by the 
fact that life insurance companies during the period from 1946 through 1959 
have made a total of $46 billion of residential mortgage loans, of which $13.5 
billion were FHA mortgages, $10.5 billion VA mortgages, and $22 billion were 
uninsured mortgages. On the basis of this $46 billion total, if an average 
mortgage of $10,000 is assumed, the life insurance business since 1946 has pro- 
vided the financing for the purchase of 4,600,000 homes by the American people. 
The life insurance business is the largest investor in the country in Government- 
insured and guaranteed mortgages. 

These facts are recounted because we in the life insurance business are proud 
of the part that life insurance savings have played in financing better housing 
for the American people. Great strides have been made to meet the housing 
needs of this country, but much remains to be done, and the life insurance com- 
panies expect to do their part. We have been gratified to be able to help vet- 
erans to finance their housing, and the VA home loan guaranty program has had 
our complete support in all times in which we have been able to make these 
loans at competitive interest rates. These VA loans have proved to be fully 
satisfactory investments for life companies and for other investors as well. 

The funds flowing from life insurance companies into the residential mortgage 
market represent the savings of 110 million policyholders. As managers of these 
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savings, the life companies are vitally concerned with the soundness of the 
mortgage market, and even more so with the stability of the purchasing power 
‘of the dollars represented by life insurance policies. A decline in the value of 
the dollar penalizes the millions of policyholders because their contracts are in 
fixed dollar amounts. Accordingly, inflation tends to dry up the source of saving 
through life insurance, and thus the supply of life company funds available for 
mortgage loans. We believe that a number of the provisions of H.R. 9601 and 
H.R. 9634 are inimical to a sound home mortgage market and have serious infla- 
tionary implications, and our statement will be directed to them. 

H.R. 9601 would empower the VA Administrator to make direct loans to vet- 
erans (up to January 31, 1965) in any area of the country, urban or rural, which 
he determines to be a “housing credit shortage area,” i.e., an area in which pri- 
vate capital is “not available’ for VA-guaranteed loans. To be eligible for a 
direct loan under the bill, the veteran must be able to show that he cannot 
obtain financing from a private lender “at an interest rate not in excess of the 
rate authorized for guaranteed home loans,” and the direct loans are to be 
made at an interest rate to be determined by the Administrator, but not in excess 
of the rate authorized for guaranteed home loans. In order to obtain the funds 
to make direct loans, the Administrator would be empowered to sell debentures 
to the public, which debentures would have maturities of not less than 10 years 
nor more than 30 years, and which would bear an interest rate to be determined 
by the Administrator, but in no event to be less than 4% percent. These deben- 
tures, to be guaranteed as to principal and interest by the U.S. Government, could 
be sold in an amount not to exceed $5 billion per year, and it is provided that the 
Secretary of the Treasury may invest and reinvest an amount not to exceed 25 
percent of the NSLI fund in these debentures. H.R. 9634 contains virtually 
the same provisions except that the debentures are termed “veterans’ home loan 
certificates,” and the amount is limited to $3 billion per year, with the interest 
rate payable on the certificates not to exceed 4%4 percent and not less than 
4 percent. 

Under current conditions in the home mortgage market, the program contem- 
plated in H.R. 9601 and 9684 would cause the Federal Government to displace 
private lending completely in the VA home mortgage field. The reason is, of 
course, that veterans in any area of the country would be eligible for direct 
VA loans at 544 percent, or possibly lower at the determination of the Ad- 
ministrator. Under current mortgage market conditions the 514 percent maxi- 
mum rate on VA guaranteed loans is far below the competitive market level, 
and VA mortgages are selling at substantial discounts wherever private financ- 
ing is available. Consequently, the provisions of these bills mean that the 
‘Federal Government would take over the entire VA home loan market and 
private lending would be displaced. The amount provided in H.R. 9601 for the 
issuance of debentures each year—$5 billion—shows the extent of potential VA 
direct lending activity. During the period 1951-59, inclusive, the total VA- 
guaranteed loans made per year averaged a little over $4 billion, with the two 
peak years being 1955 at $7.2 billion and 1956 at $5.9 billion. Other years 
were well below $5 billion. Thus, the dollar amount of direct VA home lending 
eapacity in this bill is great enough to almost completely displace the private 
lenders. This seems to us a most drastic solution of questionable soundness 
for the residential mortgage market and the country as a whole. As we shall 
develop more fully presently, there would not be the apparent need for such a 
drastic program if the maximum rate on VA-guaranteed loans were adjusted 
so that it would be in line with competitive conditions in the capital markets. 
It is widely recognized that the current shortage of VA financing by private 
lenders is the result of the uncompetitive interest rate on these mortgages and 
the reluctance of investors to purchase them at deep discounts. 

But the fact that under these bills the Federal Government would take over 
VA mortgage lending at a less than competitive market interest rate is not 
the only thing that concerns us. There are very serious problems arising from 
the provisions for issuance of debentures by the VA Administrator. Both bills 
provide, of course, that the Administrator is to sell securities “to the public,” 
and both empower the Secretary of the Treasury to buy these securities for the 
NSLI fund. Let us take the latter first. At the end of 1959, the total assets 
of the NSLI fund amounted to $5,752 million. These funds are invested in 
U.S. Government bonds. Both bills provide that a maximum of 25 percent of 
the NSLI fund could be invested in debentures issued by the VA Administrator, 
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sues per year suggests that full call would be made on the NSLI fund in the 
first year. Since the excess of NSLI receipts above expenditures amounted to 
only $72.3 million in 1959, and is expected to total only $78.2 million this year, 
and $102.9 million in 1961, it is clear that to raise anything like the $1,438 mil- 
lion the NSLI fund would be required to liquidate nearly this amount of its 
current holdings of U.S. Government securities. Since these are special U.S. 
issues, the U.S. Treasury would be forced to redeem the required amount of 
these securities. To do so, however, the Treasury would have to go to the 
public with a like amount of securities in order to raise the funds to pay off the 
bonds held by NSLI. In view of the interest ceiling of 44% percent on Govern- 
ment bonds with maturities of 5 years and over, it is clear that under present 
conditions the new securities issued by the Treasury would have to be short 
term. It is widely agreed that the inability of the U.S. Treasury to sell any- 
thing but short-term securities has dangerous inflationary consequences because 
it places in the hands of the public too much liquidity. Today, for example, 
over $80 billion of Government securities held by the public mature in 1 year 
or less, and 80 percent of the total marketable Federal debt falls due in 5 
years or less. 

This huge volume of short-term Government securities presents serious prob- 
lems for the control of inflation because they are “near money” in the sense 
that they can be readily converted into cash and spent. The provisions of these 
bills would add to this difficulty because they would force the Treasury to sell 
new short-term securities to replace those long-term Government bonds disposed 
of by NSLI under the bills. The pronounced buildup of short-term financing by 
the U.S. Government is a very serious matter from the viewpoint of restraining 
further inflation. Unless the Treasury can avoid a further expansion of highly 
liquid assets in the hands of the public, there is a great danger of a resurgence 
of inflation psychology in this country and thus a renewal of the rise in the gen- 
eral price level. Moreover, a further buildup of short-term highly liquid financ- 
ing by the Government has serious international implications, with foreigners 
holding $16 billion of U.S. Government securities and other liquid assets and 
watching carefully to see whether we are managing our affairs in a noninflation- 
ary manner. 

Even assuming that the debentures to be issued under these bills were sold 
entirely to the general public, with no use of the NSLI provision, the legislation 
would still pose a serious problem for the U.S. Treasury. During the years since 
the end of World War II there has been a steady deterioration in the ability of 
the U.S. Government to sell longer term securities. Despite strenuous efforts, 
the fight waged by the Treasury to extend the average maturity of the market- 
able Federal debt has had disappointing results. There are a number of reasons 
for this, but certainly the major one has been the proliferation of Government 
guaranteed and insured debt and debt issued by Government agencies with or 
without a Federal guarantee. Examples of this are VA and FHA mortgages, 
Government-guaranteed ship loans, FNMA debentures, Home Loan Bank deben- 
tures, and the like. These securities provide overwhelming competition to the 
U.S. Treasury in its efforts to sell marketable long-term bonds. What investor 
would desire, for example, to buy a long-term Government bond at 444 percent 
when he can obtain a net yield of approximately 5 percent on a Government- 
insured mortgage? These bills would further compound the Treasury’s difficul- 
ties because they would lead to the offering of $15 to $25 billion of Government- 
guaranteed debentures by the VA Administrator in the next 5 years. It is hard 
to see how, with this added competition from a Government agency, the U.S. 
Treasury could sell any marketable long-term bonds in this period. This means 
that the Treasury would be forced to confine itself to short-term financing, with 
all the inflationary dangers that this increased liquidity would involve. 

Moreover, the question needs to be asked as to where the money would come 
from with which private investors could purchase the VA debentures. The 
mere issuance of these debentures would not preduce any new sources of capital 
funds. The sad fact about the capital market in much of the period since the 
end of World War II is that demand for funds to finance industry, housing, 
Federal deficits, State and local government deficits, and many other uses of 
capital, has run far ahead of the country’s total saving. This is the basic 
reason why interest rates have risen. As one examines the capital market for 
potential purchasers of the proposed VA debentures, it is apparent that under 
present and foreseeable conditions it is likely that the market for them would not 
be large, at least at the interest rates that the VA Administrator could afford to 
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pay and still make 514 percent direct VA loans. After a limited disappointing 
sale, the pressures would be great to require that the U.S. Treasury purchase 
these debentures, and this would be the direct road to inflation. 

It must be recognized, moreover, that any success that the VA Administrator 
might have in selling his debentures to corporate pension funds, State and local 
government funds, and similar investors, might very well be at the expense of 
other elements in the residential mortgage market. For example, if pension 
funds should purchase the VA debentures, they would buy fewer corporate 
bonds. At the same time, however, mutual savings banks, for example, might 
reduce their residential mortgage purchases in order to take advantage of corpo- 
rate bonds available at attractive yields. There is nothing about these VA 
debentures that would increase the total capital funds available. Their offering 
would contribute to even greater competition for funds and thus to higher 
interest rates, probably with very little new money overall coming into resi- 
dential mortgage financing. 

Accordingly we think it would be unwise to enact H.R. 9601 or H.R. 9634 
because they unnecessarily put the Federal Government in the position of displac- 
ing private mortgage financing from the VA home loan guarantee program, and 
they would create serious problems for the U.S. Treasury in its efforts to conduct 
Federal financing and debt management in a manner conducive to avoiding 
inflation. These problems could be avoided if the VA Administrator were em- 
powered to adjust the maximum interest rate on VA-guaranteed loans to a level 
competitive in the market. Under present circumstances this would probably 
mean bringing the VA rate in line with the FHA rate as would be done by H.R. 
12163 and H.R. 12185. We urge favorable action on these bills. 

Whenever the suggestion is made that private funds would flow into the VA 
mortgage market if the rate were made competitive, it is often argued that this 
would not be the result at all and that any increase in the VA rate would merely 
serve to push up other mortgage interest rates. A look at the record sheds some 
light on this matter. In the first half of 1953 there was a serious shortage of 
VA mortgage financing which stemmed from the fact that the 4-percent maximum 
rate on VA loans at that time was considerably below the going market rate 
on other investments of comparable quality. In the spring of 1953, faced with 
this situation, the VA rate was increased to 4% percent. This rise, along with 
general easing in the capital markets at that time, promptly made VA-guaranteed 
mortgages highly attractive to investors. The response of life insurance com- 
panies is shown in the attached table and chart. The new commitments of life 
companies to buy VA mortgages (as reported by companies having two-thirds 
of the total assets of all U.S. life companies) amounted to only $47.5 million in 
the second quarter of 1953. After the VA rate was raised to 4% percent the new 
commitments by life companies to buy VA mortgages rose sharply to $225 million 
in the fourth quarter of 1953 and to a high of $580 million in the third quarter 
of 1954, before beginning a sharp decline. The response of mutual savings 
banks, commercial banks, and savings and loan associations was similar, although 
we do not have their commitment figures. 

The record of 1953-54 demonstrates that when the VA rate is placed at a 
competitive level, a substantial flow of private financing will go into VA mort- 
gages. We believe that this would be true at the present time. If the rate on 
VA loans were moved upward to the competitive level, there would be a prompt 
increase of substantial proportions in the availability of private financing of 
VA loans. This would be the sound way for the Government to proceed. Even, 
at the FHA level, the VA loan has a distinct advantage to the borrower due to 
the absence of the one-half of 1 percent insurance premium. This would avoid 
all of the serious difficulties inherent in H.R. 9601 and H.R. 9634 which were 
outlined earlier. 

Our statement has been directed principally at the direct lending features of 
the bills before you. We recognize, however, that a basic feature of these bills 
is the extension of the home loan guarantee program for World War II veterans 
to February 1, 1965. We believe that this program has served its original 
purpose and that careful consideration should be given to allowing it to expire, 
as presently scheduled, to be replaced by the general FHA program available 
to all qualified citizens. If, however, Congress does decide to extend the program 
again, we believe it should be done on the basis proposed in H.R. 12163 and 
H.R. 12185 rather than along the lines of H.R. 9601 and H.R. 9634. 
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New commitments of life insurance companies for residential mortgages, 4th 
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Life insurance companies reporting commitments represent about 65 percent 
of the total assets of all U.S. life insurance companies. 

New commitments include only those made during a month that were still 
outstanding at the end of the month. 
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New Commitments of Life Insurance Companies for 
Residential Mortgages, 4th Quarter 1952 - 4th Quarter 1959 
(In Millions of Dollars) 
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STATEMENT OF CHARLES H. Woop, EXEcuTIVE SECRETARY, NEw Mexico EpucATION 
ASSOCIATION, IN Support oF H.R. 9695, VETERANS’ HomME LOANS 


This bill is of great importance because many veterans of World War II have 
been unable to take advantage of the GI loan. This bill will keep faith with those 
who have given so much for their country by not only extending the time for 
obtaining a loan, but also making it easier for many veterans to qualify. Under 
the provisions of the bill this will be done with little or no cost to the Federal 
Government. 

The bill also has economic significance to such States as New Mexico that 
have permanent funds, established under enabling acts. New Mexico has in 
excess of $130 million in permanent school funds and several millions in retire- 
ment funds. Under provisions of this bill it would be possible for New Mexico 
to invest some of these permanent funds in veterans’ housing, in addition to 
giving the veteran his just due. It will contribute to the economic advancement 
of New Mexico and other States by providing employment and in turn, addi- 
tional tax revenue to support local, State, and national governments. 

It is therefore economically sound as well as providing the veteran some op- 
portunity to regain a part of the economic status lost during the time he spent 
in service. 
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STATEMENT OF JOHN R. Howpen, Drrectror, AMVETS 


Mr. Chairman and members of the committee, we of AMVETS appreciate this 
opportunity to present our views on certain matters currently being considered 
by this committee. 

For some time now, AMVETS in convention assembled and in meetings of our 
national executive committee have grappled with the problem of interest rates, 
the dwindling supply of mortgage money and matters related to these problems. 
Our study of possible solutions to the many complex problems in the guaranteed 
home loan program appear inevitably to have been made in an atmosphere of 
dwindling mortgage financing for the World War II program. The so-called 
dry spells or periods when the World War II program was not operating at 
capacity for reasons beyond the control of the veteran home buyer offer tangible 
arguments to justify an extension of the World War II program. In short, the 
World War II veteran has not had the full 13 years provided by the law to 
avail himself of this benefit. 

Statistics released by the Veterans’ Administration indicate that about 33 
percent of the eligible World War II veterans have participated in the loan 
guarantee program to date. Had the program been operating at maximum 
capacity during all of its lifetime, this percentage, in our judgment, would have 
been appreciably higher. At the time the original July 1957 deadline was im- 
posed, no one of course could foresee the outbreak of Korean hostilities in June 
1950. In the 8 years that followed, substantial credit controls were imposed and 
construction materials became scarce. These factors undoubtedly interrupted 
the home buying plans of many veterans. The Congress, recognizing these fac- 
tors, has extended the program to its present termination date of July 25, 1960. 
In spite of the extension of the program, the unavailability of financing has con- 
tinued to serve as a deterrent to the home buying plans of thousands of World 
War II veterans. Despite the fact that the statutory termination of the pro- 
gram is several months in the future, it has already expired prematurely for 
the thousands of World War II veterans now seeking to buy a home before 
the July 25 deadline. 

Recognizing the problems confronting us, AMVETS at its most recent national 
convention adopted the following resolution : 

Whereas there still are substantial numbers of World War II veterans who 
have not made use of their GI loan benefits ; and 

Whereas many of these veterans have been unable to use their entitlement 
because of unavailability of mortgage funds or other reasons; and 

Whereas large numbers of these veterans will not be able to make use of their 
entitlement before the July 25, 1960, terminal date: Now, therefore, be it 

Resolved, That the AMVETS recommend an extension of the World War II 
veterans GI loan entitlement be authorized to July 25, 1962. 

This resolution, of course, provides for a 2-year extension of the guaranteed 
home loan program. Bills before this committee, we recognize, will extend the 
program for 5 years. In our convention committee’s deliberations, it was deter- 
mined that 2 years constituted both a reasonable and minimal extension of the 
program. We would support any extension of the program that the Congress 
in its wisdom deemed warranted. 

We recognize that an extension of the program alone will not serve to attract 
mortgage financing into the program. It is essential that action be taken to 
stimulate the flow of mortgage capital into the program. Accordingly, at the 
most recent national convention of AMVETS the following resolution was 
adopted : 

Whereas the success of the loan guarantee program is dependent upon the 
availability of private funds for making loans to eligible veterans; and 

Whereas the veterans are placed at a competitive disadvantage when the 
interest rate on VA loans is below that on FHA loans and other similar invest- 
ments; and 

Whereas veterans are best served by being able to obtain loans on the best terms 
possible : Now, therefore, be it 

Resolwed, That the AMVETS recommend that the competitive position of the 
veterans for available mortgage funds be maintained by authorizing the VA 
Administrator to have the same authority as that given the FHA Commissioner 
to fix interest rates on GI loans at rate not in excess of that permitted for FHA 
mortgages. 

As you know the FHA Commissioner may adjust the interest rate on FHA 
insured loans up to a maximum of 6 percent. This ceiling has been in effect 
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since 1934, yet the prevailing rate on FHA loans has never reached the maxi- 
mum. AMVETS believe that the Administrator of Veterans’ Affairs, armed 
with the same discretionary authority, will set an interest rate that is both 
competitive and reasonable. 

In the absence of this authority, the veteran is penalized. Thousands of 
veterans are forced to resort to the FHA program where they not only pay 
5%, percent interest but an additional one-half of 1 percent as an insurance 
premium. If the veteran were able to pay the same rate as permitted under 
FHA, he would still have the benefit of a lower downpayment, and he would. be 
saved the one-half of 1 percent insurance premium. 

A strong healthy Veterans’ Administration home loan program, with an ade- 
quate flow of mortgage money therein, would certainly be a potent weapon in 
the war against recession by providing more employment in construction and 
other industries that are dependent upon the homebuilding industry. 

We therefore recommend that the home loan program be extended, but at 
the same time, the Administrator of Veterans’ Affairs be given the same authority 
as the FHA Commissioner in adjusting the interest rate up or down so long 
as it does not exceed 6 percent. 


STATEMENT oF J. R. BoLKER, PRESIDENT, BRIGHTON-BILT HoMES, BEVERLY HILLs, 
Cauir., Re Extension or GI Birt ror War II VETERANS 


My name is J. R. Bolker. I am owner and president of Brighton-Bilt Homes, 
Beverly Hills, Calif.; a director of the National Association of Home Builders, 
and a builder of GI homes in Los Angeles, Orange, and Ventura Counties, in the 
southern California area. 

My company’s 1960 GI volume will approximate 1,200 homes (God willing), 
if the World War II housing bill is extended; but if it is not extended, our 
1960 volume will approximate 500 homes, if that many. This will result in 
approximately 700 families losing their privilege of owning a new home or will 
necessitate their purchasing a new home at higher conventional interest rates 
combined with the expensive inflationary conditions of second- and third- 
mortgage practices. 

This would be an unfortunate and unnecessary situation that would be created 
by our present Government policies, expressed in the testimony delivered on 
May 15, which states: “There was no justification for the continuing of the 
GI program as benefits have been available long enough to satisfy the basic 
readjustment concept.” 

The basic problem involved in the extension of the GI bill is not one of 
“readjustment of the veteran,’ but in reality one of basic necessity to the 
present and future economy of our country. 

Fifty percent of our buyers are World War II veterans and as GI housing 
accounts for 25 percent of the new homes built, you can see the immediate 
effect that the lack of extending the BI bill would create. There is much unem- 
ployment throughout our country which will be magnified by the discontinuance 
of the GI program and the lack of replacing it with some equally beneficial 
housing program which would entitle persons to purchase new homes at no 
downpayment, 5144 percent interest, 30-year amortization terms. 

As a veteran of World War II, a member of the American Legion, and 
Veterans of Foreign Wars, and as a homebuilder interested in our free enterprise 
system and in the future of our country, I prepared and sent out 5,000 brochures 
describing the importance of Congress renewing the GI bill for veterans’ 
housing. This brochure was mailed to all legislators, newspapers, and building 
industry representatives to alert them to the seriousness of the issues involved. 

I have attached copies which I would appreciate having made a part of this 
committee’s records, and have also enclosed brochures and ads on several of 
our veteran housing projects to illustrate the type, price, and terms of homes 
available to veteran buyers. 

We recognize that the program of special benefits for veterans—at least in 
the housing field—should have some terminal date. We also recognize the 
veterans’ housing program has already existed for a substantial period of time— 
15 years—and that the time for ending the program should be near. However, 
we all must recognize that in order to make this program workable for the 
veteran great segments of our economy have been geared into it. The veterans’ 
housing program has become important not only to the World War II veterans, 
but also to the entire country. Consideration for our entire national economy 
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as well as for the individual veterans who have not yet been able to acquire 
homes under the GI bill, requires that this program be continued until a substi- 
tute can be instituted which will take up the slack which is bound to occur when 
this program is discontinued. 

I appreciate your courtesy in accepting this statement for the record and I 
regret not being able to appear before this committee personally. 

Thank you. 

J. R. Bovker. 


Tuis CAN AFFECT OUR ENTIRE NATIONAL ECONOMY—-MANUFACTURERS OF CON- 
SUMER GOODS, RETAIL MERCHANTS, CLERKS, WORKERS IN INDUSTRY, BUILDING 
MATERIAL MANUFACTURERS, FINANCIAL INSTITUTIONS, HOME BUILDERS, LABOR 
UNIONS, ALL VETERANS AND NONVETERANS 


THE GI BILL MUST BE RENEWED—VETERANS’ HOUSING PROGRAM IS PART OF TODAY’S 
TOTAL ECONOMY 


Did you know that 5 million of the 13 million veterans of World War II have 
used their GI rights in the veterans housing program? There is an estimated 
5 million more who will buy homes on VA terms if the GI bill, due to expire 
July 25, 1960, is extended. Only now, many have achieved job security that 
would qualify them for a new home under GI terms and should not be denied 
this right. 

Why early action is needed: We sincerely believe it is necessary and urge 
that definite action be taken on the part of the present Congress to extend the 
GI bill before adjournment, since it affects not only the home building industry, 
which is the second largest in the country, but many other industries and facets 
of our national economy. Actually 250,000 to 500,000 more new homes will be 
built with the extension of the GI bill than without it. Even the threat of 
expiration of the GI bill affects the number of tracts to be built and the number 
of homes a builder will start. Recent figures from the Veterans’ Administration 
(which administers in southern California and two counties in Nevada) shows 
a drop from 4,647 units in June of 1959, with builders requesting appraisals for 
55 tracts, to 754 homes, with builders requesting appraisals for 16 tracts in 
February of 1960. 

In 1957 the housing program was threatened by a cancellation of the GI bill. 
The threat was unnecessary because the bill was extended; but to show how 
sensitive the building industry is to the GI bill, the figures for June of 1957 were 
486 houses, and they rose in June 1958 to 2,173; in July to 2,467; and leveled 
off to approximately 2,200 per month throughout October and November of 1958. 

Home building is a spur and counterbalance to all industry: Although these 
figures represent only one section of the country, it is indicative of the activity 
in home building that occurred nationally. At that particular time in 1958, the 
building industry was the best counterbalance to our total economy. Because, 
although there was a drop in other industries, building acted as a spur. Aside 
from the number of people that would be employed in the construction of the 
250,000 to 500,000 additional homes which would be built because the GI bill 
would be extended beyond July 25, 1960, think of the people employed in manu- 
facturing the actual building materials. Think of the number of refrigerators, 
ranges, ovens, dishwashers, dryers, disposals, television sets, furniture, carpet- 
ing, drapes, paint, and wallpaper. Think of the number of people employed in 
their manufacture—the improved situation of the retail stores that sell this 
merchandise. Think of the amount of spendable income, the amount of taxes 
to defray Government expense. Everyone will appreciate your efforts toward 
immediate action on the extension of the GI bill. In requesting your help, we 
have, of course, the welfare of the subdivider in mind, but more important, we 
are thinking of the veteran and his family, and the hundreds of thousands of 
workers in all the industries affected. 

An appropriation to stabilize the mortgage market is also required: $1 billion 
for FNMA purchase of GI mortgages is constructive. This will allow more 
homes to be built, and the Government would receive a return of 5% percent 
or more, per year, depending on the FNMA discount on its purchase of GI loans. 

The home building industry shares our point of view: Ray K. Cherry, presi- 
dent of the Home Builders Association of Los Angeles, Orange and Ventura 
Counties in California, reported after an executive committee and board of 
directors meeting of his association: “Southern California builders, who build 
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more than 10 percent of all new homes in the United States, feel that an exten- 
sion of the VA finance program will benefit home buyers throughout the coun- 
try, whether they buy their houses on VA, FHA, or conventional terms.” 

Ray Watt, treasurer of the Home Builders Association, himself a large volume 
builder, was quoted in the Mirror-News article of January 30, 1960: “There is 
still a tremendous demand for homes under GI terms. I say that GI homes are 
still 80 percent of our business.” 

Charles W. Henry, VA loan guaranty officer for the Southern California- 
Nevada Region, according to that same Mirror-News article, states: “This area 
has done the largest GI loan business in the Nation—4% billion here, 50 billion 
nationally. Yet there has been less than 1 percent foreclosures. We feel that 
is a tremendous record.” 

We ask your help in extending the GI bill and making it an operable program 
by the FNMA purchase of GI mortgages at realistic prices. 
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J. R. BOLKER, 
President, Brighton-Bilt Homes. 
The CHarrMan. We will go into executive session now. 
(Whereupon, at 11:25 a.m., the committee proceeded into executive 
session. ) 
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